Marketing from the Producer’s Point of View 
Expense and Margin Functions in Drug Stores 
A Model for Scale of Operations 


Run Tests 


VOL. XX 


3 


JANUARY 1956 


THE JOURNAL OF 
| 

Frank M. Bass 
John B. Stewart and 
Edward H. Bowman 
Norman Heller Anplicstion of Psychological Learning Theory 
Advertising : 
: Clinton L. Oaks Organizing for Retail Decentralization 
Martin Zober Some Projective Techniques in Marketing Research 
Edwin H. Lewis, Editor The Forum 
Selection of Newspapers for Grocery Products 
Merchandise and the 
A Realistic to 
Bank Credit for Small Retailers 
| Data Robert Waugh 
William 8S. Penn, Jr., Editor Research in Marketing 
William F. Brown, Editor Legislative and Judicial Developments 
Richard M. Clewett, Editor Book Reviews 
Hugh G. Wales, Editor A.M.A. Notes 
Publighed Quarterly by The American Marketing Association 
Lincoln Clark, Editor-in-Chief 
: George L. Mehren, Managing Editor 


RICHARD D. IRWIN, INC. - HOMEWOOD, ILLINOIS 


Taz 
published in January Quuber 73 Mein Stren, 


Entered as second class matter under the Act of March 3, at the postions af m Vermont 


Just Published— 
INDUSTRIAL MARKETING | 
By R. S. ALEXANDER, Columbia University, JAMES S. CROSS, Sun Oil Company ° 
and ROSS M. CUNNINGHAM, Massachusetts institute of Technology 
This comprehensive and timely text, designed for courses in Industrial Marketing, is the first 
book of its kind to be published in nearly twenty years. It supplies a framework within which 
managerial problems involved in the marketing of industrial goods may be solved. The book 
opens with a general discussion of industrial goods—the volume of sales, the various types, and 
marketing characteristics. It then takes up in turn product planning and industrial marketing 
sesearch; marketing channels and marketing strategy and policies; pricing; physical distribution 
and financing of industrial goods; sales management and advertising; managerial control: and 
relations with the government. Included are twenty-five cases which are integrated with the text. 
January 1956 600 pages 
CHANGING PATTERNS IN RETAILING 
READINGS ON CURRENT TRENDS 
Edited by JOHN W. WINGATE, City College of New York and 
ARNOLD CORBIN, New York University 
This collection of readings from recent retailing literature makes available the best and most sig- 
nificant articles and speeches by recognized authorities in the retail field. The 53 selections cover 
each of the major areas in which changing patterns are developing and evident: Retail Trade— 
the Over-All Picture, Consumer Trends, Retail Institutions, Store Location, Buying, Selling, Store 
Organization, Operating Policies and Procedures, Personnel and Human Relations, and the 
Challenge to Retailing. The inclusion of illuminating introductions for each set of readings, 
as well as thought-provoking discussion questions and projects make this more than the usual 
book of readings. 
January 1956 Tf. About 414 pages 
PUBLIC RELATIONS: Principles, Cases, and Problems 
Revised Edition 
By BERTRAND R. CANFIELD, Babson Institute 
The Revised Edition of this outstanding text is designed specifically to present the principles and 
Practices of effective public relations used in industry, commerce, and social and political organ- 
izations. With emphasis on the practical application of public relations techniques, it thoroughly 
covers all phases of public relations and shows how public relations programs are planned, or- 
ganized, and carried out. This Revision introduces 21 new cases provided by leading industrial 
concerns, social service organizations, and associations to illustrate basic principles. The text ma- 
terial has been thoroughly revised and beought completely up to date. 
January 1956 About 700 pages 


A time 
to think 


What you don’t know can hurt you plenty, 
when you search for an answer to “How am I 
doing?”, in 1956. 

For the key to the question, in this year of 
high adventure, is now. 

Now is the margin of grace before competi- 
tion pounces on strategy weaknesses. Now is 
the instant of eternity when you can parry the 
neutralizing measure, press with urgency the 
victorious plan, sow far and wide the seeds of 
profit. 


Selling Research service is tuned to now, to 
give you incisive facts for decision—your fast- 
est information, in market tests on any prod- 
uct. In continuing audit data. In total market 
product audit. 


Consider the milieu in which your data is 
procured, in Selling Research tailor made store 
audit. You have specified the product lines to 
be checked. You have picked the markets—any 
of 183 in the United States, 18 in Canada. You 
have approved the store panels—in the United 
States alone, Selling Research offers 7,625, key 
stores. 

Consider the schedule on which this data is 


ferried to your high command. Within 7 days 
of authorization, your field work begins. As 
many as 450 auditors simultaneously gather 
your data. Traveling and regional supervisors 
double check it, on the spot. Within 10 days of 
completion of field work, the validated report 
is in your hands! 

When restricted precedent can be no guide- 
post, shouldn't you have the assurance that's 
implicit in Selling Research service? Top tier 
research directors—for 187 leading marketers 
and advertising agencies—know that Selling 
Research delivers the very FASTEST informa. 
tion that money can buy. 


Today, get the facts! 


Your FASTEST reports on merchandise 
movement come from Selling Research 


GROCERY APPLIANCE 
DRUG SOFT GOODS 
LIQUOR HARDWARE 
JEWELRY AUTOMOTIVE 


CONFECTIONERY 
STATIONERY 
VARIETY 
DEPARTMENT 


96 Liberty Street, New York 6, N.Y. Sel ling Research, | ne. 


Please mention the JOURNAL OF MARKETING in writing advertisers 


@ 
IN) 
A 


EXPORT-IMPORT BANKING —Second Edition 


The Documents and Financial Operations of Foreign Trade 
WILLIAM S. SHATERIAN, The American Institute for Foreign Trade 


Ready in February. Now thoroughly revised, 
this authoritative textbook continues to em- 
phasize the fundamentals of the financial op- 
erations involved in foreign trade transactions. 
Its three parts offer increased, up-to-date 
coverage of procedures and practices of foreign 
trade, the instruments used by both mer- 


chants and banks, and the operation of the 
three main sections of a bank's foreign depart- 
ment. New chapters deal with the latest prac- 
tices of exporters, importers, and banks in 
financing export-import operations. Numerous 
current documents are illustrated and dis- 
cussed clearly and in detail. 47 ills., 460 pp. 


RETAILING — Principles and Practices 


PAUL L. BROWN and WILLIAM R. DAVIDSON—both The Ohio State University 


Based on ng of progressive retailers, this 
textbook shows how to organize merchandisin 
operations for greater efficiency, increase 
sales, lower costs. Fully covers operations of 
small and medium sized stores, without neg- 
lecting large-scale operations. Stresses plan- 
ning, organization, and personnel. Includes 
everything from merchandise budgets and 
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buying to advertising and sales promotion. 
“I am pleased with the presentation order, 
the style of writing, and the format. The book 
is representative of the ‘practical’ approach 
which our students insist upon having.” 
REX M. KING, Oklahoma City University. 

8o ills., tables; 726 pp. 


MAX E. BRUNK and L. B. DARRAH—both Cornell University 


This useful textbook builds a practical knowl. 
edge of the mechanics of marketing farm prod- 
ucts on a clear understanding of the economics 
of production and consumption. Throughout, 
it concentrates on those problems which are 
of direct interest to the student of agricultural 
marketing. He is shown how the present sys- 
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tem operates, why it operates as it does, and 
how it may be improved. Written in a clear 
style, the book is amply documented with il- 
lustrative data. “The material is illustrated 
in such a way as to appeal to the student and 
to stimulate his interest,”—V. J. MACK, Vir- 
ginia State College. 129 ills., tables; 419 pp. 


LYNDON O. BROWN, Vice-Pres., Dancer-Fitzgerald-Sample, Inc. 


Third Edition. All the fundamentals of mar- 
keting and distribution research—its methods, 
uses, scientific foundations, and role in busi- 
ness operations. Describing the practices of 
outstanding marketing and distribution re- 
searchers, book highlights the findings of 
leading American corporations. Shows how to 
conduct research and to use findings to im- 
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prove operating efficiency and reduce distribu- 
tion costs. Includes an entirely new chapter on 
market sampling plus the most recent methods 
of motivational and operations research. “The 
new edition makes the classic in the field even 
more valuable.”—RICHARD R. STILL, Univer- 
sity of Rochester. 75 ills., tables; 561 pp. 


DONALD F. BLANKERTZ, University of Pennsylvania; 
ROBERT FERBER and HUGH G. WALES—both University of Mlinois 


Designed for use with any basic textbook, this 
supplementary book contains a varied selec- 
tion of fifty-six cases in marketing research, 
grouped according to the nine — steps in 
a market research operation. Develops a prac- 
tical understanding of actual situations and 
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provides a working command of modern tech- 
niques and methods within a wide range. “A 
welcome addition to the literature and teach- 
ing of marketing research.”"—ROBERT 8B. 
MINER, The Ohio State University. 339 PP. 
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"Gotta. 


Costs" 


says the 


Front Office!*2! 


And that’s NOT just a New Year's 
Resolution! This is 1956—with a 
brand new set of marketing prob- 
lems. Keener competition! No place 
for old methods and inefficiency! 
Rising costs “gotta stop.” 

What the “Front Office’”” means 
is that there are better methods to 
use and it’s time to explore them. 
Take marketing research tabula- 
tions, for example. Why try to 
handle a lot of clerical work in your 
own office when you can turn to 


specialists at STATISTICAL. We 


PagsioenT 

CY 


and edit—what process to use to 
save the most time and money. 
We've got the latest equipment to 
punch, verify, tabulate, type and 
percentage the results you want — 
accurately and on-time at far 
less cost than you could do it 
yourself. 

So—when the “Front Office’ 
wants action, you'll know the an- 
swer. Turn to the oldest and largest 
independent punched-card tabu- 
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Announcing two brand-new texts for *56! 


MARKETING: SELECTED CASE PROBLEMS, 2nd Eu. 


by GEORGE R. TERRY, Northwestern University 


This new book is a collection of 57 selected 
and tested marketing case problems. They 
cover all the major fields of marketing. 
There are many new features including: a 
6-case section on merchandising—more 


than half the cases are brand new—ex- 
panded cases on the consumer and market- 
ing, wholesaling, retailing, and advertis- 
ing. 


6” x9” + approx. 272 pages + scheduled, Jan. 1956 


SELECTED CASE PROBLEMS IN RETAILING 


by DAVID E. FAVILLE, Stanford University 


This new text contains 97 case problems 
in retailing, covering all major retailing 
topics. Cases have been class tested, chosen 
to represent both large and small retailing 
enterprises. They may be used in any order. 


55%" x 834" 


Index keys problems to standard retailing 
texts. Special stress placed on branch-store 
movement, suburban shopping centers, 
self service, self selection, night store 
openings, vendor and employee relations. 


* approx. 352 pages + scheduled, Jan. 1956 


PRINCIPLES OF ADVERTISING 


by PHILIP WARD BURTON, Syracuse University 


This text is written in a down-to-earth 
style that makes for good readability. It 
covers all areas of advertising: media, 
creative work, production, research, and 
social and economic aspects. Much of the 
material has never been included in a text- 
book before. The discussion of the agency 


in relation to the client's advertising de- 
partment, for example, is full of new 
material. The book also devotes much at- 
tention to the retail field and to budgeting. 
Illustrations of actual advertising practice 
are drawn almost exclusively from adver- 
tising of the past five years. 


6" x 9” + 541 pages + Published 1955 
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“This is far and away the best 
I have ever seen.” 
— a pre-publication reader reports 
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Santa Monica, California 


This practical text, designed especially for classroom use, covers 
the complete ad — both as a selling agent and as a piece of effective 
writing. Incorporating the all around advertising know-how of 
leading experts, the author provides the what, how and why of ef- 
fective copy based on extensive experience and research. The em- 
phasis throughout is on the universality of copy principles and 
their application to all media. Practicing ad men as well as instruc- 
tors will find this book helpful. 
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MARKETING FROM THE PRODUCER’S POINT 
OF VIEW 


P. J. VERDOORN 
Rotterdam School of Economics 


THEORY AND POLICY 


N recent years a number of discussions 
have been devoted to the scientific 
status of marketing.’ To the not-directly- 
interested outsider, the most conspicuous 
aspect of these discussions is the clearly 
demonstrated lack of a general method 
of approach to marketing problems. This 
has prevented a logical “hierarchy” 
among the different problems of market- 
ing and the integration of the relevant 
theories. As a result, the subject still con- 
sists of a number of mutually unrelated 
fields of study. True, each of these by it- 
self has been elaborated in a scientific 
manner; but we still lack a general frame- 
work in which the various aspects of mar- 
keting are related to one another and 
which, at the same time, shows their de- 
limitation with respect to other fields of 
study. 

-The object of a theory of marketing is 
to explain the activities of the policy 
makers who“. . . direct the flow of goods 
and services from producer to consumer 
or user.”” Therefore, the student of these 
essentially economic problems, if he 
wishes to arrive at a general system of ap- 
proach, must turn for guidance to eco- 


*Cf., for a concise survey of older contributions, 
K. D. Hutchinson, “Marketing As a Science, An Ap- 
praisal,” THE JOURNAL OF MARKETING, January 1952, 
pp. 286-93. Also, J. E. Jeuck, “Marketing Research— 
Milestone or Millstone?,” Ibid., April 1953, pp. 382- 
84; and Edmund D. McGarry, “Some Viewpoints in 
Marketing,” [bid., July 1953, pp. 93-41. 


nomic theory—in particular, to the theory 
of the firm. 

As will be shown in what follows, the 
modern theory of the “policy maker,” as 
put forward by Frisch and Tinbergen,? 
provides an adequate basis for a general 
method of approach sufficiently flexible 
to be applied to the various subject mat- 
ters of marketing. If we regard the various 
interested parties in the marketing proc- 
ess as so many “policy makers,” then it is 
obvious that each of them will want to 
realize certain objectives. To this end he 
utilizes certain instruments available to 
him; in this, however, he is bound to a 
large number of circumstances that have 
to be accepted as data. 

Fach of these parties—be it the pro- 
ducer, the distributor, the consumer, or 
the government—will thus be regarded as 
a policy maker. For each of these policy 
makers—interested either in purchasing 
or marketing the product, or in both—a 
formal theory for either activity can be 
devised. By combining the theories of 
purchasing and marketing with respect 
to a given link in the distributive chan- 
nel, it is possible to arrive at a single 
theory for that link as such (for example, 
the wholesaler or the broker). 

It is obvious that the character of the 

*Cf. J. Tinbergen, On the Theory of Economic 
Policy (Amsterdam: North-Holland Publishing Com- 
pany, 1952) and Centralization and Decentralization 


in Economic Policy (Amsterdam: North-Holland 
Publishing Company, 1954). 
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objectives, instruments, and data changes 
with that of the successive groups of policy 
makers. For instance, the manner in 
which one policy maker manipulates his 
instruments will have to be accepted as a 
datum by the other policy makers. Thus, 
the price quoted by the producer means 
a datum for the wholesaler. By studying 
the influence of one and the same phe- 
nomenon (price, advertising, etc.) on the 
purchase and marketing policies of the 
successive groups of policy makers, it is 
also possible to arrive at a complete theory 
covering the phenomenon in question 
(say, price formation or advertising). Fi- 
nally, conditional upon the part played 
by the several objectives, data, and in- 
struments in the case of a particular prod- 
uct, it will be possible to elaborate a 
specific theory covering the product's 
channel of distribution as a whole. 

By working along these lines, one may 
ultimately obtain a logical hierarchy 
among the different sets of problems in 


the widely ramifying field of marketing. 

Asa tentative beginning of such a work- 
ing method, the following pages aim at 
presenting an elaboration, along general 
lines, of a theory of marketing by the pro- 
ducer as the first and most important link 
in the marketing channel. 


BASIC CONSIDERATIONS 
Requirements as to Theory 


The requirements of a theory of mar- 
keting may be regarded as threefold. 


(i) First, it should indicate the way in 
which the marketing instruments 
should be utilized in principle if the 
objectives of the firm are to be realized 
as well as possible, given the possibili- 
ties at its disposal. 

(ii) This fundamental theory should allow 
for a systematic approach to actual 
problems of marketing having both 
theoretical validity and practical value. 


(iii) The theory must be fit to serve as a 
starting point for the explanation of 
actual marketing policy, as observed in 
a given concrete situation. 


Factors Relevant to Policy 


In deciding upon marketing policy for 
a given period, a great multiplicity of fac- 
tors must be taken into consideration. 
These factors may be split into three 
groups: 

First, of the concrete possibilities avail- 
able to the enterprise, the following dif- 
ferent subdivisions, among others, suggest 
themselves from a sales-policy angle. 


(i) technical capacity (that is, the possibil- 
ity of producing certain combinations 
of products up to certain quantities); 

(ii) availability of manpower and raw ma- 
terials; 

(iii) organizational possibilities (that is, the 
ability to meet organizational require- 
ments or to effect changes in the field 
of management); and 

(iv) the financial position (that is, the possi- 
bility of financing new investments or 
increasing the working capital, either 
by the firm itself or by third parties). 


While these factors may be regarded as 
“data,” as possibilities affecting the firm's 
marketing policy they are all frequently 
subject to “limitations.” For example, the 
firm may be able to produce, say, one mil- 
lion units of product per year but not 
more than one million. Changes in organ- 
ization too are subject to limitations if a 
definite time limit is considered. Finally, 
the financial position of the enterprise sets 
certain limitations, both to the increase 
of production and to any new invest- 
ments that can be effected within a given 
period. In this latter case, the limits are 
mutually dependent: liquid assets in- 
tended for investment cannot serve to 
increase the working capital and vice 
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versa. Limits of this kind will, in the fol- 
lowing, be indicated by the term bound- 
ary conditions which marketing policy 
has to satisfy. 

The second group is the objectives of 
the enterprise, in which marketing pol- 
icies must be regarded as merely one part 
of the managerial policy responsible for 
the implementation of these objectives. 
In a theory of marketing, therefore, all 
other parts of the managerial policy must 
be accepted as data. In fact, the possibil- 
ities described above depend, in part, 
upon these other managerial activities. 
As two of the most obvious objectives of 
an enterprise, we may mention, for in- 
stance, making the highest possible prof- 
its and retaining one’s share of the mar- 
ket. 

The instruments available to the firm's 
marketing policy are the third group. As 
such, we may reckon, for example, the 
price, the firm's product line, and its sales 
organization (salesmen, distributors, etc.). 
It is obvious that the manner in which 
these instruments are combined must be 
the deciding factor in the success or fail- 
ure of a marketing policy. We may also 
put it this way: that the price of the prod- 
ucts, their quality, the product line as a 
whole, etc. are the “unknowns” in the 
problem. 


Policy Formulation 


Logically speaking, therefore, in formu- 
lating a marketing policy, the part played 
by the possibilities, objectives, and in- 
struments described above is this: the en- 
trepreneur, after allowing for the limita- 
tions inherent in the possibilities of his 
enterprise, shall try to choose his market- 
ing instruments in such a way that his ob- 
jectives will be realized as satisfactorily as 
possible. Representing this schematically, 
we have: 


A B Cc 
Limitations O bjectives Instruments 
a, xy ys 
a Xs Ye 
a, Xs Ys 
Xm Ye 
in which . . ,a, and . . , repre- 


sent the equations or inequalities which 
sales policy has to satisfy if its limitations 
are to be taken into account and its ob- 
jectives realized. 

In order to arrive at a workable mar- 
keting theory, we must first of all ascer- 
tain what relationships exist between the 
various limitations, objectives, and in- 
struments. And this should be done both 
for the different factors between category 
and category and among the factors 
within one and the same category. 

We shall find, of course, that the nature 
of the limitations varies considerably as 
between one enterprise and another. But 
~although the theory must take into ac- 
count the existence of a variety of limita- 
tions imposed upon the possibilities and 
must show in what way they should be 
taken into account—the actual, concrete 
nature of the limitations (since they will 
function as data) is nevertheless of merely 
secondary importance for the theory. 
Obviously, the same does not apply to the 
instruments nor to the objectives. For 
this reason, the separate factors of these 
latter two categories must be more closely 
examined. 


THE OBJECTIVES OF THE ENTERPRISE 
The Profit Goal 


The ultimate objective of any enter- 
prise is, naturally, to make a profit. Tra- 
ditional economic theory asserts, more- 
over, that managerial policy should be 
such as to ensure the maximum profits. 
On a very long-term view, this hypothesis 
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is, for the majority of enterprises, suffi- 
ciently realistic to serve as a basis for a 
theory of marketing. 

On a short-term view, however, this 
hypothesis is too narrow to be realistic. 
For, the entrepreneur not only looks to 
this year’s profits but also to that of next 
and subsequent years. It would hardly be 
rational to maximize this year’s profits at 
the expense of the firm's future earnings. 


Secondary Objectives 


If future profits are not to be unduly 
jeopardized, managerial policy must from 
year to year take into account a number 
of factors which, on a short-term view, 
assume the character of secondary objec- 
tives. It should be observed that it is im- 
material for the theory of marketing as 
such whether these secondary objectives 
are regarded as desirable for their own 
sake, or whether they are merely inter- 
mediary objectives set to obviate endan- 
gering future profits in an irresponsible 
way. 

In practice, we find as secondary objec- 
tives in formulating a marketing policy: 


(i) The wish to ensure the subsistence of 

the enterprise under all circumstances. 
Very often, this amounts to the require- 
ment that the firm's share in the mar- 
ket must not shrink but, if possible, 
expand. This is the reason why—partic- 
ularly in the United States—the loss of 
part of the market is often regarded as 
a calamity of the same order of magni- 
tude as the reversal of profits into 
losses. 
Closely bound up with the striving 
after the highest possible profits is the 
requirement that potential competitors 
ought to be discouraged. This implies, 
inter alia, that, with an eye to aspiring 
competitors, prices should be fixed at 
not too high a level. Dean here uses the 
term “stay-out pricing.”® 

* J. Dean, Managerial Economics (New York: Pren- 

tice-Hall, Inc., 1951), p. 


A very important practical point is the 
wish to maintain “undiluted control,” 
that is, to refrain from granting out- 
side groups a say in the management. 
This implies that in financial matters 
risk taking should be avoided as much 
as possible. For, a lack of liquid assets 
will necessitate financial assistance 
from outside sources, with the danger 
that the management is no longer free 
in its direction of affairs. This situa- 
tion frequently causes a certain tension 
between the preference for liquidity 
and the requirements of profit maxi- 
mization.* 

For the purpose of retaining, consoli- 
dating, and, if possible, developing 
along healthy lines the firm's share in 
the market, it is essential to avoid pro- 
voking any resistance among those 
groups upon which the enterprise de- 
pends for carrying on its business (cus- 
tomers, suppliers, shareholders, per- 
sonnel, official authorities, the general 
public, and others). This aspect of the 
enterprise is generally indicated by the 
term “public relations.” All according 
to the nature of the enterprise, these 
public relations will give rise to a num- 
ber of independent objectives of man- 
agerial policy, which, in their turn, rep- 
resent as many guiding lines for the 
marketing policy. One may here think, 
for example, of the role of the govern- 
ment with respect to price agreements 
among manufacturers; the public's at- 
titude with regard to the quality of the 
products; or the requirement, from the 
point of view of satisfactory personnel 
relations, of ensuring steady sales in 
order to maintain employment in the 
enterprise itself. 

Quite apart from these auxiliary objec- 
tives, every branch of industry or busi- 
ness has certain ethical “codes,” and 
every management maintains for itself 


*W. Fellner, Competition Among the Few (New 
York: A. A. Knopf, 1949), p. 146 et seq.; W. W. 
Cooper, “Revisions to the Theory of the Firm,” 
American Economic Review, December 1949, p. 1204 
et seq.; Dean, op. cit., p. 32. 
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a certain standard of ethics which will 
check unbridled profit maximization. 
These codes and ethical standards are 
to a large extent identical with what 
would be considered “sound business” 
from the public relations angle. 


Present Value of Future Profits 


In all of this there still remains a some- 
what vague concept—namely, that of the 
maximization of future profits—which 
lends the auxiliary objectives mentioned 
above their significance. A relatively real- 
istic definition, however, is possible here 
by assuming as a hypothesis that the en- 
trepreneur will strive after the highest 
possible present value of future profits.® 
This hypothesis leaves sufficient room to 
allow for differences in mentality or, as 
the case may be, technical and institu- 
tional circumstances governing the enter- 
prise. All according to whether the man- 
agement’s “horizon” is either close by 
or more distant, future profits will be 
weighted low or high as compared with 
present profits. Correspondingly, also, the 
said auxiliary objectives will then weigh 
either light or heavy, unless, as happens 
very often, they are striven after for their 
own sake. 


Boundary Conditions 


If we disregard this latter point, we 
shall be able to formalize the total picture 
still further. We then get the case that 
present profits must be maximized, but 
under the side condition that the present 
value of all future profits shall not be im- 
paired. This side condition is satisfied so 
long as the intermediary objectives, a few 
examples of which were given above, are 
being realized. It is evident that each of 

* Fellner, op. cit., p. 158 et seq.; H. Brems, Product 
Equilibrium Under Monopolistic Competition (Cam- 


bridge: Harvard University Press, 1951), Chapter 8; 
Dean, op. cit., p. 29. 


these intermediary objectives constitutes 
another limit which must not be exceeded 
by the marketing policy. 

Technically speaking, therefore, we 
get this situation: the intermediary ob 
jectives represent as many boundary con- 
ditions that must not be exceeded in max- 
imizing present profits. Providing these 
boundary conditions are observed, the 
net value of future profits will not be im- 
paired. 

The term “boundary conditions” 
clearly expresses the typical character of 
the intermediary objectives: if potential 
competition is to be discouraged, then 
any price is permissible from this point of 
view, providing it does not exceed a cer- 
tain level, say, $1.00 per unit. With that, 
the figure of $1.00 sets a limit to the pric- 
ing policy; any price is acceptable, pro 
viding it does not exceed one dollar. In 
this way, a maximum condition for the 
pricing policy is found. In exactly the 
same way, the demand that the existing 
share in the market must be retained im- 
plies a minimum condition for projected 
sales. Again, from the angle of public re- 
lations or codes of ethics, we shall find a 
minimum condition with respect to qual- 
ity or a maximum condition with respect 
to price. 

In the latter case, therefore, the bound- 
ary conditions are interdependent: the 
lower the price has been fixed, the more 
justified one will be to lower one’s de- 
mands as to quality. We already came 
across a similar phenomenon when dis- 
cussing financial liquidity. If this is to be 
maintained, we find a boundary condi- 
tion both with respect to total ‘“‘out-of- 
pocket expenses” and with respect to in- 
vestments—and, with that to maximum 
output. The consequences of this inter- 
dependence have been dealt with by 
Cooper.* 

* Cooper, op. cit. 
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THE INSTRUMENTS OF MARKETING POLICY 
Available Instruments 


A policy is implemented by utilizing 
certain instruments. In the case of mar- 
keting policy, the enterprise has at its dis- 
posal five groups of instruments, namely: 


(i) The price. A distinction should be 
made as to the factory price, the price 
charged to the ultimate consumer or 
user, and the successive trade-channel 
discounts. 

(ii) The quality of the product. 

(iii) Promotional effort. This term should 
cover all activities intended to be di- 
rectly instrumental in effecting sales 
and including, as the most important 
items, the activities of the sales force 
and advertising. 

(iv) The distribution channels. 

(v) The firm's product line. 


Substitutability of Instruments 

An important feature of these instru- 
ments is that they allow for a certain de- 
gree of substitution among themselves. 
This is very clearly seen in the case of the 
triad: price, quality, and advertising. The 
same applies to the triad: sales force, 
distribution, and advertising. In other 
words, it is, in principle, quite possible 
that a large number of different combina- 
tions of the instruments would produce 
the same net profits. 

A given combination of instruments, 
for example, a price x with a quality y and 
an advertising budget at a level z, etc., is 
indicated by the term ‘marketing 
Now it is obvious that one particular 
“mix’’ may yield higher profits than any 
other. But it does not, a priori, follow 
from this that maximum profits can only 
be realized by one, and no more than one, 
“marketing mix.’ What is certain, how- 
ever, is that there may be considerable 


'N. H. Borden, Advertising, Text and Cases (Chi- 
cago: Richard D. Irwin, Inc., 1950), pp. 164-66. 


differences in the net profits obtained as 
between one combination and another. 
The fact alone that a certain possibility 
of substitution exists in the use of the 
different instruments will lead one to 
assume that any striving after perfection- 
ism with respect to one particular instru- 
ment, coupled with the neglect of the pos- 
sibilities afforded by other instruments, 
may lead to unfavorable results. 


Costs of Instruments 


Another important aspect is the part 
played by costs. For, the use of a given 
instrument invariably entails a financial 
sacrifice for the firm. This may either take 
the form of a sacrifice as to price—that is, 
in the case of price reduction—or it may 
consist of an increase in costs. From the 
viewpoint of marketing policy, there is 
no essential difference between the two. 
Each instrument, therefore, may be re- 
garded as a “center of costs.”’ All accord- 
ing to whether a given instrument is ma- 
nipulated more intensively, net profits per 
unit of product, cqteris paribus, fall. 

The form of thése sacrifices differs as 
between one instrifénent and another. In 
the case of the pric@it occurs in the form 
of either a positive $r a negative sacrifice 
of gross revenue; inghe case of an altera- 
tion in the quality of the product, there is 
a change in the actw®l cost of production. 
This latter change may affect both con- 
stant and variable ‘costs. In the case of 
promotional effort, the usual thing that 
happens is a change in constant costs per 
unit of time (advertising, sales force). An 
exception to this, however, is the com- 
pensation of salesmen insofar as they work 
on a commission basis. 

A change in the choice of distribution 
channels leads to a positive or negative 
change in gross revenue as a result of the 
concomitant alteration of the discount 
structure. With respect to the firm's prod- 
uct line, the situation is more compli- 


rad 


MARKETING FROM PRODUCER'S POINT OF VIEW 


227 


cated. When an item in the program is 
either added or scrapped, the quality costs 
of the items maintained may be subject 
to change. In addition, changes in both 
the costs and the efficiency of the other in- 
struments are to be expected. 


THE THEORY OF MARKETING 
Summary Statement 


Summarizing, it may be said that an en- 
terprise has at its disposal certain possi- 
bilities, each of which, however, is subject 
to certain limizations. In addition, the 
enterprise strives for a plurality of ob- 
jectives, the most important of which is 
the maximization of present profits. In 
this, the other objectives act as so many 
side conditions. Both the possibilities and 
these side conditions represent certain 
boundary conditions which, in the process 
of maximizing present profits, must not 
be exceeded. Finally, with regard to its 
marketing policy, the enterprise can uti- 
lize a number of instruments for the pur- 
pose of realizing both its main and its 
auxiliary objectives. 

The central problem of marketing 
theory, therefore, is how to combine the 
five instruments constituting the ‘“mar- 
keting mix” in such a way as to ensure the 
highest possible present profits, taking 
into account the various boundary condi- 
tions such as concern for future profits 
and limitation of available means. As al- 
ready stated above, the objections against 
the present state of the theory of market- 
ing are, first, that the method of treat- 
ment of the different subjects is often too 
isolated and, second, that it is not related 
closely enough to the theory of the firm as 
such. Using the terminology developed in 
the preceding paragraphs, a theory of 
marketing will accordingly have to allow 
for a symmetrical method of dealing si- 
multaneously with the several instru- 
ments and the boundary conditions aris- 


ing as a result of the limited possibilities 
and the auxiliary objectives of the enter- 
prise. 


Diminishing Returns 

Leaving these boundary conditions 
provisionally out of consideration, we get 
the picture of an enterprise with un- 
limited productive and financial possi- 
bilities. This enterprise knows only one 
objective: maximization of present prof- 
its. Taking the existing demand structure 
as given, the firm will then be subject to 
only one group of limitations, namely, 
those resulting from the sales potential of 
its market. 

With respect to each of the instruments, 
it then follows that, beyond a certain 
limit, it will be subject to diminishing 
returns, This applies to price reduc- 
tions, improvements of quality, the ac- 
tivity of the sales force, trade-channel dis- 
counts, advertising, and in certain cases 
to the extent of the product line. 


Maximization Rule 


If only one instrument is changed, the 
others remaining unchanged, the follow- 
ing maximum rule applies: 


It is irrational to raise the costs of an instru- 
ment if the increase in gross revenue does 
not offset the extra costs of the instrument 
itself plus the additional costs of producing 
the additional volume of sales. 


The term “costs” has here been used in 
its wider meaning so that it covers also 
the sacrifice of gross revenue in case of a 
price reduction or a rise in the middle- 
men’s discounts. Gross proceeds must 
then obviously be measured in constant 
prices. 


Rule of Choice 


The fact that a given instrument has 
not exceeded this limit does not neces- 
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Taste 


or Cnoice: Examece oF Lowerep Price 


Versus INCREASED ADVERTISING 


Situation without 
price reduction 


or increased Price Increased 
advertising reduction advertising 
Quantity sold 100,000 150,000 150,000 
Price $ 10.00 $ 9.00 $ 10.00 
Advertising cost per unit — - 1.00 
Variable costs per unit 5.00 5.00 5.00 
Proceeds 1,000,000 1,350,000 1,500,000 
Variable costs 500,000 750,000 750,000 
Advertising 175,000 
Constant costs 500,000 500,000 500,000 
Net profit - 100,000 100,000 


sarily imply that it has been used ration- 
ally. Thus, if the salesmen's organization 
is inadequately developed, an irrationally 
great deal of advertising will be necessary 
to realize a given marketing objective, 
etc. 

A correct combination in the relative 
use of the several instruments, however, 
may be achieved by applying a variant of 
the rule that weighted marginal revenues 
should be equated.* In its modified form, 
it may be called the rule of choice: 


A rise in the unit cost of a given instrument 
by one cent is to be preferred to that of 
other instruments, as long as it enables a 
greater increase of the quantity sold than 
would result either from lowering the price 
by one cent or from raising the unit costs of 
the other instruments by one cent. 


The accuracy of this rule may be tested 
by comparing two alternative cases, in one 
of which the unit price is lowered by 
$1.00, advertising costs in the other case 
being raised by $1.00. Both measures are 
assumed to result in a 50-per cent increase 
of sales. According to the “rule of choice,” 
therefore, an equal change in business re- 
sults may be expected in both cases. This, 
in fact, is seen to be So in Table I. 

* Vide, for example, A. L. Bowley, The Mathemati- 


cal Groundwork of Economics (Oxford: Clarendon 
Press, 1924), Pp. 29. 


General Rule 


In the absence of boundary conditions, 
we finally get as a general rule for the 


optimal composition of the marketing 
mix:* 


Optimal combination of instruments has 
been attained when improvement in the net 
profit is not possible either by a change in 
one of the instruments or by another com- 
bination. 


Each of the instruments then satisfies the 
maximum rule given above. 


Formal Principles 


Viewed purely formally, the basic prin- 
ciples of marketing policy do not deviate 
from the laws governing production. For 
total production should be increased to 
the point where marginal cost equals 
marginal revenue. In a material respect, 
however, there exists a quite definite 
difference. This is clear when the factors 
are considered that are decisive for mar- 
ginal cost. If only production costs are 
taken into account, while the cost of mar- 
keting is left out of consideration, these 
factors are: the prices of the production 
factors and what one might call the “tech- 
nical coefficients” of the manufacturing 
process. 


*Cf. J. R. Hicks, Value and Capital (Oxford: Clar- 
endon Press, 1939), p. 86. 
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Where marketing costs are also reck- 
oned with, the “demand coefficients” of 
the market form an additional element in 
the problem. For an increase of sales by 
one unit of product not only requires ad- 
ditional production costs but also extra 
costs of marketing. The sum of these two 
has to satisfy the condition that it shall 
be a minimum. In other words, the point 
at issue is not marginal cost if all the fac- 
tors of production and marketing instru- 
ments are changed proportionally but 
minimum marginal cost if every possible 
combination of factors of production and 
marketing instruments is taken into ac- 
count. The question on which instru- 
ments the marginal cost of marketing will 
bear and the size of the total amount is 
decided by the sensitiveness of demand 
with respect to quality improvement, ad- 
vertising, salesmen’s activity, etc.’® 


Complicating Factors 


Once these demand coefficients are 
known, the application of the rules given 
above no longer presents any difficulties. 
In order, however, to arrive at a realistic 
theory, it is necessary to recognize four 


complications which were neglected 
above. 


(i) The existence of boundary conditions, 
which have been explicitly left out of 
consideration in the beginning of this 
paragraph. 

(ii) The fact that not all instruments are 
amenable to infinitesimal variations. 
This applies, first and foremost, to the 
quality of the product. An automobile, 
for example, may have either “rocket” 
drive or not. Something similar applies 
with respect to the distribution chan- 
nels and, in practice, also to the other 
instruments. Generally, the problem of 


*“R. M. Shone, “Selling Costs,” Review of Eco- 
nomic Studies I], 1935, pp. 225-31. Cf. especially 
Brems, op. cit., Chapter 5, Paragraph 44. 


noncontinuous substitution arises as 

soon as qualitative criteria are changed. 
(iii) The fact that certain marketing costs 
should be considered as investments. 
This occurs, among other things, in the 
case of advertising. There, the influ- 
ence of marketing costs often will show 
a “distributed lag.” Expenses incurred 
in the present period partly influence 
future profits. 
The fact that more than one product 
is marketed; that is, the problems con- 
nected with the fifth instrument, the 
firm's product line. 


(iv) 


The theoretical aspects of the latter 
two complications touch upon the theory 
of production at least as much as upon the 
theory of marketing.’ Let us, therefore, 
confine ourselves to the two first men- 
tioned. 

The problem of the boundary condi- 
tions can, in principle, be solved either 
mathematically or graphically. For the 
mathematical method, reference should 
be made to Tinbergen’s treatment of the 
problem of government economic pol- 
icy.!? The graphic method, however, is to 
be preferred for the marketing policy be- 
cause it is easier to follow for the non- 
mathematical reader. In addition to this, 
it allows for the second complication, 
namely, noncontinuous substitution pos- 
sibilities. 


GRAPHIC METHOD OF APPROACH 


Quality, Sales Promotion, and Distribu- 
tion Channels as Variables 


The complications of the product line 
and the existence of time lags have al- 
ready been disregarded. Besides, the prob- 
lem may be simplified even further by 


“Cf. Brems, op. cit., Chapter 8. With regard to 
the product line: R. Dorfman, Applications of Linear 
Programming to the Theory of the Firm (Berkeley: 
University of California Press, 1951). 

"Cf. the two publications cited in footnote # 
above. 
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assuming the retail price to be given. 
Distribution-channel discounts will be 
considered as costs—which is, moreover, 
the most practical way of looking at it 
from the producer's point of view. Let us, 
to start with, also leave the boundary con- 
ditions out of consideration. 

By simplifying the problem in this way, 
only three instruments remain to be dealt 
with: quality, sales promotion, and the 
choice of distribution channels. The ques- 
tion then is, how these three instruments 
can be combined into the marketing mix 
that will ensure the maximum profit at 
the given retail price. 

Let us now represent the situation 
graphically. The quantities to be mar- 
keted are plotted on the horizontal axis; 
gross revenue and total cost correspond- 
ing to these quantities, on the vertical 
axis. Revenue may then be represented, 
in Figure 1, by the straight line R going 


Ficure 1 


DETERMINATION OF Most PRoriraBLe MARKETING 
at A GIVEN Price 


through the origin. For, the price being 
given, revenue varies proportionately to 
total sales. 

Total cost, however, is not only de- 
pendent upon the quantity sold but also 
on the composition of the marketing mix 


with the aid of which those quantities 
were sold. 

As already remarked, the instruments 
cannot in many cases be subjected to in- 
finitesimal changes. But not more than 
one quantity sold and only one level of 
total cost correspond to a specific com- 
bination of instruments. In other words, 
any imaginable marketing mix can be 
represented by a single point in the dia- 
gram. This makes it possible to examine 
and find out—for example, on the basis of 
a given quality—the extent to which sales 
and total cost may vary when changes oc- 
cur in the activities of salesmen, in pro- 
motion, and/or in the choice of distribu- 
tion channels. Admittedly, quality, too, 
is a variable; but the same procedure may 
be followed with respect to the different 
qualities that are within the scope of the 
firm's technical possibilities. 

Figure 1 gives a picture of a case in 
which three different qualities have been 
studied, shown respectively by squares, 
circles, and triangles. For each quality, a 
number of realistic alternative supposi- 
tions have been made with respect to sales 
promotion and distribution channels and 
the consequences with respect to market- 
ing possibilities and total cost have been 
examined. 

If this diagram is filled in as completely 
as possible—that is, for all possible quali- 
ties and the corresponding combinations 
of sales promotion and distribution chan- 
nels—it will obviously contain a much 
larger number of points. But, since we 
are dealing in principle with noncontinu- 
ous phenomena, a good many open places 
will nevertheless remain in the diagram. 
This means that in practice no marketing 
mix corresponds to the combination of 
sales and costs in question. For this rea- 
son, Brems—who has developed this 
method of graphic representation—calls 
this diagram the “oasis and desert map,” 
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the filled-in dots representing as many 
cases in the desert of technical and prac- 
tical impossibilities.'* 

The advantage of this method is that it 
enables one to determine very realisti- 
cally the minimum-cost curve, that is, the 
curve showing minimum cost for each 
volume of sales at a given unit price. It is 
subject to the conditions that, going from 
left to right, 


(i) none of the points must appear below 
the curve; and 


(ii) the successive combinations forming 
part of the curve must show a continu- 
ous rising line of marginal cost. 


This minimum-cost curve is shown as the 

broken line (M). It differs from the tradi- 

tional cost curve in that 

(i) it is discontinuous; and 

(ii) it allows for the fact that the volume of 
sales is dependent upon the composi- 
tion of production as well as of market- 
ing cost. 


The marketing mix with which, at the 
given price, profits will be maximal is 
found by seeking the combination in 
which the distance between total cost and 
the gross revenue curve is greatest. If the 
minimum-cost curve had been continu- 
ous, marginal cost would at this point 
equal price. The optimal marketing mix, 
at a given price, therefore, is determined 
in the same way as in the case of perfect 
competition. 


Price Variable 


To ascertain the influence of price 
changes, the “oasis and desert map” 
should be constructed for several prices. 
For each price, too, the corresponding 
minimum-cost curve can be determined. 
These minimum-cost curves can be in. 
corporated within a recapitulation dia- 
gram, as shown in Figure 2. The differ- 
ence between this and the original “oasis 


* Brems, op. cit., Chapter 5. 


and desert map” is that in Figure 2 each 
point already shows the minimal combi- 
nation of cost at which a given quantity 
can be sold at a given price. For each mini- 
mum-cost curve, the “mix” that will yield 
the largest profit is known. The best 
“mix” of all minimum-cost curves, there- 
fore, may be found quite simply by com- 
paring for the different curves the dis- 
tances between the best “mix” and the 


corresponding points on the gross-reve- 
nue lines. 


Ficurr 2 


DETERMINATION OF MOS? PROFITABLE MARKETING 
Mix; Price (p) as VARIABLE 


(p = 1.00) 
(p = 0.80) 
“ (p = 0.60) 
g (p = 0.40) 
2 
(p= 0.20) 
0 QUANTITY SOLD 


Introduction of Boundary Conditions 


In this recapitulation diagram, it is also 
possible to represent the influence of the 
most important boundary conditions. If, 
for instance, the share in the market is re- 
quired to increase by a given percentage, 
then this means that sales must increase 
from, say, 100 to at least 110. This de- 
sideratum can be expressed graphically 
in Figure g by the line v,; drawn per- 
pendicularly on the abscissa at a sales fig- 
ure of 110. All combinations to the left of 
this line then fail to satisfy the condition 
that sales shall increase to 110 and can 
therefore be discarded. 
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Ficure 3 


DETERMINATION OF Most PROFITABLE MARKETING 
Mix, ALLOWING FoR BOUNDARY CONDITIONS 


REVENLE COST 


QUANTITY 


If it is considered undesirable—from a 
competitive point of view—that the price 
should rise above, say, 0.80, then the com- 
binations corresponding to the minimum- 
cost curve at a price of 0.80 also constitute 
a boundary. All combinations at a higher 
level then become unacceptable. For 
this reason, the minimum curve 0.80 is 
shown in the diagram as a heavy curve 
(P). 

As we have already seen, the mainte- 
nance of liquidity gives rise to two bound- 
ary conditions, namely, one with respect 
to investments and one with respect to 
working capital. The former is the sim- 
pler of the two; it sets a limit to total 
sales. It is represented by the line v2. The 
second boundary condition is more com- 
plicated. As long, however, as fixed cost 
remains unchanged, there is in every en- 
terprise a definite relation between total 
cost and the need for working capital. It 
is obvious that this relation may be 
changed by modifying the composition of 
total cost, that is, by a different choice of 
“marketing mix.’’ It nevertheless appears 
plausible that, as soon as the figure of in- 
vestment and, with that, the amount of 
working capital available are known, a 
ceiling figure for total cost can be calcu- 


lated, at least tentatively. In the short run, 
this ceiling is dependent upon the possi- 
bility of raising short-term credits and, 
to a lesser degree, upon “‘plowing back” 
and, consequently, primarily upon total 
revenue. The maximum limit of total 
cost (the line L) will, therefore, show an 
upward slope.’* It is important to note, 
however, that the two boundary condi- 
tions are interdependent: if v2 is set 
higher, L will be lower, and vice versa. 

Taking the boundary conditions into 
account, therefore, considerably limits 
the possibility of choice from all imagi- 
nable combinations—in fact, to the small 
shaded area in Figure 3. 

Assume H to represent the marketing 
mix that has been used by the firm up to 
the present moment. Then it is clear that 
its position might be improved consider- 
ably by switching the mix to B. B, in fact, 
represents the maximum maximorum of 
profits. But then, it lies outside the possi. 
bilities of our firm. Although the re 
quired price is still within its reach—since 
B is situated exactly on the boundary con- 
dition P—two other boundary conditions 
originating from requirements of liquid- 
ity (v, and L) are violated. Neither is the 
combination A admissible. True, it guar- 
antees a larger net profit than that of the 
past period, namely, that corresponding 
to the “mix”’ H, but the sales of combina- 
tion A fail to reach the required level v. 

In order to reckon with all the side con. 
ditions set by the intermediary objectives 
of management, the choice of the mix 1s 
restricted to the points within the shaded 
area. Out of all these points, C guarantees 
the highest level of present profits. At the 
same time, since no boundary conditions 
are violated, it is compatible with the 
intermediary objectives; that is, future 

* Since the slope of the total-revenue curve varies 
proportionately with prices, the exact representation 


of liquidity as a limiting factor would be a bundle 
of rays. 
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profits will not be impaired unduly by a 
change from H to C. 


EFFICIENCY OF THE INSTRUMENTS 


The procedure described above will re- 
quire modification according to the char- 
acter of the problem studied and the na- 
ture of the accepted boundary conditions. 
In principle, however, it would seem to 
provide a practical starting point for a 
theory of marketing by the producer. It 
is especially important to note that the 
two demands formulated in the summary 
statement above are satisfied, since the 
method allows for a symmetrical and 
simultaneous treatment of the instru- 
ments while taking into account the most 
frequently occurring boundary condi- 
tions. 

However, up to this point, the method 
of treatment has remained purely formal 
inasmuch as the influence of a given “mar- 
keting mix’’ on sales and total cost has 
been assumed to be known. But if a 
theory of marketing is to claim complete- 
ness, it must also provide a theoretical 
basis upon which to judge the efficiency 
of each of the instruments. 


Supplementary Theories 


In assessing this efficiency, both the gen- 
eral aspects of the instruments and the 
particular ones that are bound up with 
the specific nature of the firm which is be- 
ing investigated enter into consideration. 
These particular aspects cannot, as such, 
form part of the theory. We may, how- 
ever, expect the theory to indicate the 
general relationship between the particu- 
lar aspects of the instruments and the spe- 
cific nature of an enterprise. 

If, therefore, the empty boxes still left 
by the formal approach are to be filled up, 
the latter must be supplemented with 
three specific theories, covering: 


(i) the efficiency of each of the instru- 
ments as such, when considered as a 


tool for a certain link in the marketing 
channel; 

(ii) the interdependence of the efficiency 
of the different instruments; and 

(iii) the interaction between the specific 
character and the general situation of 
the firm and the efhciency of its mar- 
keting instruments. 


With regard to the first two points, par- 
ticularly point (i), a large amount of ma- 
terial has already been published both in 
the scientific and in the more practically 
oriented lierature. Thus, the factor qual- 
ity has been dealt with in Brems’ excellent 
monograph. An almost complete theory 
of salesmen’s activities is well under 
way.'® Advertising, too, has been thor- 
oughly investigated both from the the- 
oretical and from the practical angle.’® As 
to the marketing channels, the publica. 
tion prepared under the sponsorship of 
the American Marketing Association" 
presents a real gold mine of theoretical 
and factual material. Finally, the product 
line has in recent years been given the at- 
tention it deserves.'* For the interdepend. 
ence of the efficiency of the different in- 


“Very useful theoretical approaches have recently 
been published in The Netherlands: H. Ferro, 
“Taakstelling en Taakberekening Voor Vertegen- 
woordigers,” Organisatie en Efficiency, October/No- 
vember 1946, pp. 239-47; and L. Meertens, De Or- 
ganisatie van de Verkoop (Leiden: Stenfert Kroese, 
1954), Chapter VI (both in Dutch). On the practical 
level: J. H. Davis, Increasing Wholesale Drug Sales. 
men's Effectiveness (Columbus: Ohio State Univer- 
sity Press, 1948); N. Hall, “Setting Standards to Im 
prove Sales Performance,” American Management 
Association Marketing Series No. 84, 1952, pp. 28-96. 

“N. S. Buchanan, “Advertising Expenditures; A 
Suggested Treatment,” The Journal of Political 
Economy, August 1942, pp. 599-55; B. Barfod, “The 
Theory of Advertising,” Econometrica 8, July 1940, 
pp. 279-81; A. Rasmussen, “The Determination of 
Advertising Expenditure,” THE JOURNAL OF MARKET 
ING, April 1952, pp. 439°47- 

"American Marketing Association, Marketing 
Channels for Manufactured Products, ed. Richard 
M. Clewett (Homewood: Richard D. Irwin, Inc., 
1954)- 

* Dean, op. cit., Chapter 3; D. M. Phelps, Planning 
the Product (Chicago: Richard D. Irwin, Inc., 1949), 
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struments, the reader is referred to Dorf- 
man and Steiner's recent contribution, 
which is still exclusively on the theoreti- 
cal level.’* 

The time now seems ripe, therefore, 
not only for a general, formal theory such 
as proposed in the above but also for the 
relevant specialized theories bearing on 
each of the instruments separately. These 
specialized theories, however, should in 
this case remain ancillary to the general 
theory of the link in the marketing chan- 
nel that is being investigated. In other 
words, the instrument in question must 
be analyzed with respect to its efficiency 
as an instrument for the link in question. 
Quite definitely, the solution of the pres- 
ent problem is in no way enhanced by any 
theory of advertising, of salesmen, or of 
the retail trade for their own sake. For, 
the neglect of the instrumental character 
of the instrument would allow it an exist- 
ence of its own, with the result that the 
organic bond with the theory of the firm 


is lost again. 


ADAPTING THE INSTRUMENTS TO THE 
FUNCTIONAL POSITION OF THE FIRM 


There remains—as a third desideratum 
—the solution of the problem of adapting 
the instruments to the specific circum- 
stances of the firm. This is a problem of 
great practical importance. For, in prin- 
ciple, there are a very large number of 
points in the “oasis and desert map,” but 
only a small proportion of these—that is, 
those within the boundary conditions— 
are relevant. From the combinations cor- 
responding to these points, those must 
then be selected which shall be as efficient 
as possible, that is, guarantee the highest 
possible net profit. 


pp. 41-76. Cf., for an approach with the aid of “lin- 
ear programming,” the source cited in footnote 11. 
*R. Dorfman and P. O. Steiner, “Optimal Adver- 
tising and Optimal Quality,” American Economic 
Review XLIV, 5, December 1954, pp. 826-37. 


In practice, therefore, instead of study- 
ing all possible combinations, only the 
most efficient ones will be examined. 
Now, in what way can the concretely 
given situation in which the enterprise 
finds itself be taken as a compass for an 
efficient use of the instruments? 

The logical link between the two is 
formed by the functional position of the 
enterprise on the market. In this, differ- 
ences between the function performed by 
the enterprise and those performed by its 
immediate competitors are particularly 
important. For the fact that a given 
amount of orders is being booked proves 
the existence of a certain preference on 
the part of customers for the product of 
the firm in question. This, again, shows 
that the function performed by the firm 
differs to a certain extent from that of its 
competitors.”® Since, apart from location, 
the relation of firm to customer is gov- 
erned almost exclusively by the use of the 
marketing instruments, it is clear that 
these functional differences are based, in 
their turn, on a different use of the instru- 
ments. 

It stands to reason that the “marketing 
mix,” as between one producer and an- 
other, may show a large number of dif- 
ferences, even with respect to similar 
products. The question is only, to which 
of these differences must the client's pref- 
erence be attributed? In other words, 
from this point of view, we may a priori 
expect both relevant and nonrelevant dif- 
ferences. 

Now whenever a difference in the use 
of an instrument or a combination of in- 
struments is found to have a positive in- 
fluence, this may be regarded as repre- 
sentative of an ultimate “‘asset’—for ex- 
ample, technical know-how, good public 

* A more systematic treatment of the problem of 
the firm's functional position is given in the present 


writer's De Eigen Markt der Onderneming (Leiden: 
Stenfert Kroese, 1952), pp. g-12 (in Dutch). 
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relations, effectiveness of an advertising 
message, the fact that it is possible to sell 
at relatively low prices, the right choice 
of retailers, etc." It should be noted, how- 
ever, that the question of whether a given 
use of an instrument does or does not 
represent an “‘asset” to the firm's sales 
policy depends entirely on the structure 
of its “own” market as it exists at a given 
moment. Thus, a low price may in some 
cases be considered a plus, and in other 
cases a minus, item. 

Summarizing, the determinants of the 
firm's functional position may be set out 
schematically as follows: 


Marketing assets 


4 
instruments 


functions performed 


customers’ preference 


The question as to how a given com- 
bination of instruments can be most ef- 
fectually manipulated is governed—so far 
as the marketing aspect of the problem is 
concerned—by two “‘poles”: 

(i) existing or potential preference on the 
part of the cistomer and 

(ii) the firm’s ultimate assets (from the 
marketing point of view). 


If a firm decides upon a certain func- 
tional position or, as the case may be, 
wants to utilize its existing position to its 
fullest extent, then clearly the thing to 
do when choosing an instrument is to 
take full advantage of the already avail- 
able marketing assets. Conversely, if we 
wish to judge the efficacy of a given mar- 
keting mix, the crucial question is, 
whether the available assets are ade- 
quately utilized with respect to the re- 


"In this, the line of thought is the reverse of the 
customary one where customers’ preference or the 
firm's good will is itself considered an asset. Cf., for 
example, L. Hurwic, “Theory of the Firm and In- 
vestment,” Econometrica 14, April 2, 1946, pp. 109-37. 


quirements of the existing functional po- 
sition of the firm. 

Here we have, therefore, a criterion— 
quite practical for purposes of marketing 
research—to decide in the first instance 
upon the relative merits of a given mar- 
keting mix. 


SYSTEMATIC CONTROL BY MEANS OF THE 
“MARKETING AUDIT” 

In the preceding paragraph, however, 
the full emphasis is on the term “in the 
first instance.” For, not only the market- 
ing aspect of the problem but also the 
firm's objectives and possibilities deter- 
mine the extent to which the marketing 
mix is really efficient in the sense of be- 
ing optimal. In addition to the functional 
position, therefore, the cost of produc- 
tion and the boundary conditions, as 
given by the limited possibilities and aux- 
iliary objectives of the enterprise, should 
be taken into account. 

As was shown in the graphic analysis, 
the problem thereby assumes a somewhat 
complicated character. In practical cases, 
therefore, its solution requires a more 
systematic method of investigation than 
that provided by the traditional proce- 
dures of market research. 

This largely explains the need felt for 
a systematic marketing audit and the 
work started by some research agencies 
along these lines.** The most important 
aspect of this systematic audit of all mar- 
keting activities is not so much its being 
some novel technique of market research. 
It is rather in the systematic set-up of the 
entire investigation, in which account is 
taken not only of the existing and ex- 
pected possibilities of the market but also, 
and simultaneously, of the objectives and 
possibilities of the firm itself. 

"The author is indebted to Mr. Wroe Alderson 
of Alderson & Sessions and to Mr. Donald F. Blank- 


ertz of the Wharton School of Finance and Com- 


merce for the information concerning the marketing 
audit. 


EXPENSE AND MARGIN FUNCTIONS IN 
DRUG STORES' 


FRANK M. BASS 
The University of Texas 


N attempt is made here to derive quan- 
A titative estimates of the relationships 
of sales, location, store type, and city size 
to expense and gross margin for retail 
drug stores. The basic data were taken 
from 1948 profit-and-loss statements from 
303 drug stores, mostly service independ- 
ents in most areas of the United States 
and in cities of all sizes. Store selection 
was by no means random, but it is con- 
sidered that consequent bias does not im- 
pair the basic findings. The profit-and- 
loss statements have been audited and 
accounting procedure rendered uniform.” 


FACTORS AFFECTING GROSS MARGIN 

Variations in price policies among in- 
dividual stores are limited by resale price 
maintenance, competition, tradition, and 
by similarity of purchase prices. The tra- 
ditional markup on most drug store prod- 
ucts is about 33% per cent on retail. Store 
pricing policies are probably a minor fac- 
tor in variation of gross margins. 

There are four major divisions, in order 
of size of markups: (1) prescription items; 
(2) soda fountain; (3) proprietaries, toilet- 
ries, and sundries; and (4) tobacco and 
magazines. The proportion of total sales 
made in each division is the store's “prod- 
uct mix.” Gross margin is net sales minus 
cost of goods sold. Gross margin as a per 
cent of sales, hereafter called “percentage 
gross margin,” is an average of the mark- 


*The basic research from which this article has 
been adapted was done as part of a Ph.D. thesis at 
the University of Illinois. 

*When referring to total expense, then, we shall 
mean the sum of all of the customary expense items 
except proprietor’s withdrawals. 
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ups obtained in each of the major markup 
divisions weighted by the sales of each 
division. Thus, variation in the product 
mix is largely responsible for variation of 
percentage gross margins among drug 
stores. Available data generally include 
only prescription sales as a proportion of 
total store sales. 

When the percentage of the stores’ sales 
which are in prescriptions is correlated 
with percentage gross margin for the 34 
stores for which this information is avail- 
able in 1948, the following equation re- 
sults: 


M, = 21.59 + -4144P, 
r? — 0.675; S = 5.70; o, — 0.0678 


where M, is percentage gross margin, and 
P, is percentage prescription sales. The 
evidence thus lends some support to the 
hypothesis that the variation in percent- 
age gross margin is largely accounted for 
by the variation in the product mix. 


FACTORS AFFECTING EXPENSE 


Variations in expense as a per cent of 
sales—hereafter called “percentage ex- 
pense”’—are associated with sales volume, 
store type, location within a city, business 
efficiency, product mix, and city size. 

Analysis of the relation of sales volume 
to any expense category must consider the 
nature of each of the various expense 
classes. For relatively minor changes in 
sales volume, labor expense is a relatively 
fixed expense and, even in the long run 
or for large changes in sales volume, may 
not always be easily varied in proportion 
to the change in sales. Other variables 
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such as floor space (rent) are also discrete. 
Thus, dollar expenses of drug stores are 
largely fixed expenses in the short run. 
Therefore, as sales increase, expense as 
a percentage of sales will decrease but not 
indefinitely. When a discrete addition to 
dollar expense must be made, percentage 
expense may increase sharply. Because 
labor expense in the prescription depart- 
ment is relatively high, a store which has 
a large percentage of its total sales in pre- 
scriptions is apt to have a high percentage 
expense. Stores with a relatively large 
gross margin probably will have a higher 
expense than those with a relatively small 
gross margin. Other things being the 
same, stores with the best downtown loca- 
tions probably will have higher absolute 
and relative rent expenses than those in 
suburban areas.* The extent to which 
*Paul H. Nystrom, The Economics of Retailing 


(New York: The Ronald Press Company, 1915), 
Chapter viii. 


individual business efficiency may result 
in lower expense is not measurable and is 
not included in this analysis. Stores in 
larger cities commonly have higher per- 
centage expenses than those in smaller 
cities since wages, rents, and other ex- 
penses are greater per dollar of sales. Data 
are available only for sales, product mix, 
and city size, the relation of each of which 
to drug store expense is measured below. 
RELATION 


OF EXPENSE TO SALES VOLUME 


Percentage expenses and percentage of 
labor expense both decline over a certain 
range of sales and then, at a certain in- 
crease in volume, they increase sharply, as 
the preceding logic suggests. Figure 1 
shows the scatter diagram for part of the 
data. Opposite each dot on the chart, la- 
bor expense as a per cent of the sales of 
each store is indicated. The percentage la- 
bor expense is the basis for the division of 
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Druc Store SALEs AND Percentace Exrensr, 1948 
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RELATIONSHIP OF Dauc Store SALES Exrenses as Per CENT OF SALES 
TO SALES VOLUME AND TO PERCENTAGE Gross MARGIN 
15 Recrrssion Grours, 1948 


Sales 
volume 
(000) 

bas 


Regression 
group 


Percentage 
gross 
margin 
Divs 


1 —0.7832522 
2 —1.8493500 
—2.0020241 
4 —1.7897684 
5 —0.7654038 
6 —0.6017022 
7 —0.5497858 
—0.607 3992 
gy —0.9178501 
10 —0.8702775 
1 —1,0052288 
12 —1.3325653 
13 —1,2146231 
14 —1.6944836 
15 ~1.$898257 


32650006 
36737531 
18371581 
09260378 
.17860888 
57297121 
37806198 
29418390 
-17164687 
08194078 
17540196 
28145965 
46207611 
—.49090001 
—.040037 34 


* Adjusted for degrees of freedom. 


the data into segments. These segments 
will be called “regression groups.’ 

In testing for the relationship of varia- 
tion in percentage expense to variation in 
sales and in percentage gross margin, the 
last is used as a substitute for product 
mix, on which information is not gen- 
erally available. Findings for the 15 re- 
gression groups are summarized in Ta- 
ble I. 

The equation derived for Regression 
Group 1 may be used to illustrate the in- 
terpretation of these functions: 


E, = 18.58 — .7833S + .3265M, 


where E, is percentage expense, S is sales 


‘Figure 1 shows Regression Groups 5, 6, and 7. 
Regression Group 5 includes those stores with sales 
from $39,000 through $48,000 except for those stores 
in the $49,000 through $42,000 range which have a 
labor expense of 6 per cent or less and those from 
$46,000 through $48,000 with labor expense greater 
than 9 per cent. Regression Group 6 includes those 
stores with sales from $46,000 through $48,000 with 
labor expense of q per cent or more and those from 
$54,000 through $57,000 and labor expense less than 
8 per cent. The percentage of labor expense is used 
as the basis for division of groups where they overlap 
at the lower and upper levels of sales volume, thus 
dividing the data into more or less homogeneous 
units. 


in thousands as before, and M, is per- 
centage gross margin. The net regression 
coefficient for the sales variable indicates 
that, with no change in percentage gross 
margin, a change of $1,000 in sales vol- 
ume was associated with an opposite 
change of .78 of a percentage point in 
percentage expense. Similarly, with no 
change in sales volume, a change of 1.0 in 
percentage gross margin was on the aver- 
age associated with a change in the same 
direction of .32 of a per cent in percentage 
expense. The net relationship between 
sales volume and expense is about what 
one would expect with completely fixed 
expense for the range of sales volume spec- 
ified in Group 1. For example, a store 
with sales of $20,000 and percentage ex- 
pense of 15.0 would have an average dol- 
lar expense of about $3,000. If this same 
store increased its sales to $21,000 with no 
increase in dollar expense, its percentage 
expense would then be 14.28 ($3,000 + 
$21,000), or a decrease of .72 in percent- 
age expense. This is very close to the .78 
decrease in percentage expense given by 
the regression coefficient. 

The net regression coefficients for some 
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AT 4.29 502 .18800 
80 3.84 919 11169 
3.33 509 25298 
67 4.03 13501 
52 3.56 236 10730 
2.04 087 05981 
82 2.30 -11357 
51 3.88 241 -14610 
46 4.17 352 -14080 
M5 5.05 303 21047 
91 1.68 144 12201 
96 1.09 145 11051 
50 6.08 797 28722 
66 3.25 647 29452 
3.00 393 22331 
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PARTIAL CoRRELATION COEFFICIENTS, BeTA COEFFICIENTS, AND Test OF THE NULL HyPoTHesis 


Partial correlation 
coefficients 


— 
Probability that null hypothesis 
is true with respect to 


Regression 


group Beta coefficients 


Tas 


54002 
54790 
21377 
16412 


Tas Tas 


—.51085 
86248 
—.81606 
— 43969 
—.70829 
—.07738 


* Adjusted for degrees of freedom. 


of the groups indicate a different average 
net relationship between sales and per- 
centage expense from that which would 
be expected with fixed expense. ‘Thus, for 
Group 2, a net change of $1,000 in sales 
was associated with an average change in 
the opposite direction of 1.8 points in per- 
centage expense. A store with a percent- 
age expense of 18.0 and sales of $27,000 
would, on the fixed dollar theory, have a 
percentage expense of 17.3 ($4,860 — 
$28,000) if sales increased to $28,000 as 
compared to the 16.2 (18.0 — 1.8) calcu- 
lated from the equation. This difference 
could be due to sampling errors, to omis- 
sion of some variable positively correlated 
with the sales variable or negatively cor- 
related with percentage expense, or to ex- 
cess capacity with respect to men or space 
in some of the stores. 

Net regression coefficients for percent- 
age gross margin vary somewhat more 
than those for the sales variable. In all 
groups, the net relationship of percentage 
expense and sales is negative, or an in- 
crease in sales is on the average more than 
proportional to the increase in expense. 
In two of the high-volume regression 
groups, 14 and 15, the net relationship of 
percentage gross margin to expense is 


— 89365 


negative, reflecting possible sampling er- 
rors or a change in the nature of this re- 
lationship at the higher sales-volume 
levels. 

Coefficients of multiple correlation are 
generally highest for the lower and upper 
sales volume, possibly reflecting less ho- 
mogeneity of middle sales-volume stores. 
Additional information might have per- 
mitted inclusion of other independent 
variables and perhaps a more homogene- 
ous grouping of the stores. Nevertheless, 
sales and percentage gross margin do ex- 
plain a considerable part of the variance 
in percentage expense. In nine out of the 
fifteen regression groups these two vari- 
ables explain 45 per cent or more of the 
variance in percentage expense, and in 
one of the groups g1 per cent of the vari- 
ance is explained. 

Table II reveals that in most instances 
the sales variable accounts for more of the 
variance in percentage expense than does 
the percentage gross margin variable.* 
Some of the coefficients are not signifi- 

* Partial coefficients of correlation and Beta coef- 
ficients, The probabilities that the coefficients of 
partial correlation and the coefficient of multiple 
correlation could have occurred as a result of chance 


have been determined by means of Fisher's z trans 
formations. 
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cantly different from zero. However, the 
uniformity of the regression coefficients 
for all the groups tends to support the 
view that the coefficients approximate the 
basic relations, although no great reliance 
can be placed upon magnitudes of indi- 
vidual coefficients. Thus, while there can 
be little confidence that percentage ex- 
pense decreases by .78 of a per cent for 
every net increase of $1,000 of sales, or 
that percentage expense increases by .42 
of a per cent for every increase of 1.0 in 
percentage gross margin, it is fairly dem- 
onstrated that percentage expense does 
decrease with increases in sales (within 
brief intervals of sales) and that percent- 
age expense does increase with increases 
in percentage gross margin. 


RELATION OF EXPENSE TO CITY SIZE 


Adding city size in addition to sales vol- 
ume and percentage gross margin, the re- 
sultant net regression coefficients and co- 
efficient of multiple correlation indicate 
that the influence of city size on percent- 
age expense is negligible and that the pro- 
portion of total variance explained actu- 
ally is decreased.* However, addition of 
the city-size variable in this form assumes 
a continuous functional relation to per- 
centage expense. But cost differences as a 
function of city size are apt to be discrete 
or to appear only with large differences in 
population. However, the average differ- 
ence between actual and estimated ex- 
pense for each city size is as follows:" 


a 
Correlation of City Size Variable 
City size 
Regression (000) 
group 
2 0000092 80 
5 0001069 52 
9 0000671 AG 


" Mordecai Ezekiel, Methods of Correlation Analy- 
sis (2nd ed.; New York: John Wiley & Sons, 1941), 
chap. xvii. 


Average 


City size residual 


Less than 1,500 population 
B_ 1,500 to 199,999 population 
C 200,000 and over population 


These average residuals represent the in- 
fluence of city size on percentage expense 
for each of the three city-size groups. 
Thus, city size is in fact of considerable 
importance. Holding constant sales and 
percentage gross margin, there is a differ- 
ence of about 5.0 in the estimated per- 
centage expenses of stores in towns of less 
than 1,500 population and those in cities 
of 200,000 or more population, and a dif- 
ference of about 2.5, between the percent- 
age expenses of stores in cities of 1,500 to 
199,999 population and those in cities of 
200,000 or more population.* 

Since there is no intercorrelation of 
percentage gross margin and sales with 
the new independent variable, city size, 
no adjustment need be made in the net 


regression coefficients previously deter- 
mined. Thus, the new equation for Re- 
gression Group 5 may now be given as 
E,, = 40.40 — .7654S + .1786M, 
Ey, = 43-60 — .76548 + .1786M, 


Exc = 45-45 — -7654S + .1786M, 

The addition of city size shifts the level 
of the regression surface as city size in- 
creases. The standard error of estimate is 
reduced from 3.56 to 3.11 and the coefh- 
cient of multiple correlation is increased 
from .52 to .63. Table III shows the city 
size intercept, the coefficient of multiple 
correlation, Ry 234, and the standard error 
of estimate, S; 254, for some of the regres- 
sion groups.* 


CONCLUSIONS AND IMPLICATIONS 
Quantitative “explanations” for the 

variation in percentage gross margin and 
* These figures are, of course, subject to sampling 


errors. 


*The intercept sets the level of the regression 
surface but does not affect the net regression coeffi- 
cients. 
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Taste Ill 


City Size: REGRESSION INTERCEPTS, COEFFICIENTS OF 
MULTIPLE CORRELATION, AND STANDARD ERrors OF 
ESTIMATE 


Regres- 
ston 


group 


City size 
intercept 


City size 


A, less than 1,500 
2B, 1,500 to 199,999 
C, 200,000 and over 


A, less than 1,500 
B, 1,500 to 199,999 
C, 200,000 and over 


A, less than 1,500 
B, 1,500 to 199,999 
C, 200,000 and over 


A, less than 1,500 
B, 1,500 to 99,999 
C, 100,000 and over 


A, less than 5,000 
B, 5,000 to 199,999 
C, 200,000 and over 


A, less than 5,000 
B, 5,000 to 274,999 
C, 275,000 and over 


A, less than 5,000 
B, 5,000 to 199,999 
C, 200,000 and over 


A, less than 7,000 
10 7,000 to 149,999 
C, 150,000 and over 4.25 


* Adjusted for degrees of freedom. 


percentage expense among several drug 
stores in a given year can be made. Varia 
tion in percentage gross margin appears, 
in large part, to be accounted for by the 
variation in percentage of prescription 
sales, while variation in percentage ex 
pense seems to be accounted for by the 
variation in sales, percentage gross mar 
gin, and city size. When other things are 
held constant, percentage gross margin 
increases as percentage of prescription 
sales increases. With other variables con 
stant, percentage expense (over a brief 
range in sales volume): (1) declines as sales 
increase; (2) increases as percentage gross 
margin increases; and (3) increases as the 
size of the city in which the store is located 
increases, but the relationship is discon 
tinuous. 


These are net relationships, meaning: 
ful only with other variables held con- 
stant. They would not necessarily hold 
for changes over time. The functions 
alone could not be used for forecasting. 
This type of analysis, if properly applied 
and interpreted, can be used to indicate 
the average impact of different variables 
upon profit and thus improve, for exam- 
ple, managerial decisions relating to op- 
timum size. 

In other studies of drug-store expense, 
it is usual to classify, and sometimes cross- 
classify, expenses and margins under the 
determining variables and compute aver- 
age values for each classification. If the 
average of the dependent variable varies 
among classifications, the difference is 
attributed to the different magnitude of 
the variable with which it is classified. 
This method is weakened by failure to 
recognize possible sampling errors and by 
obscuring net relationships among the 
variables. Any classification involving 
sales and percentage expense is particu- 
larly apt to cover up the true net relation- 
ships. 

The primary users of the “‘classifica- 
tion” method are retailers seeking a stand- 
ard against which to compare their ex- 
penses. Even in regression groups with 
low correlations, the technique used here 
is probably superior to the classification 
method for the purpose of estimating 
what the expense of a retailer “should” 
be. For example, the classification tech- 
nique may show a retailer's expense to be 
over or under the average level for a 
group. Multiple regression analysis, by in- 
troducing two or more determinants of 
expense, might reverse that conclusion. 
With either technique, caution should be 
used in deciding what the expense of a 
retailer “should” be. Both techniques at- 
tempt to “make” the stores in each group 
alike by removing the influence of other 
variables; neither completely succeeds. 


1.08 
—2.28 
67 4.03 
2.16 
~2.81 
40 
2.24 
—1.65 
6 15 OF 162 
3.20 
3.60 
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A MODEL FOR SCALE OF OPERATIONS' 


EDWARD H. BOWMAN anv JOHN B. STEWART 
Massachusetts Institute of Technology 


IMPLICATIONS OF SCALE OF OPERATIONS 


PRESIDENT of a well-established 
New England company recently 
asked one of those infrequent but im- 
portant questions—“Should we add some 
warehouses to our existing distribution 
system?” The answer proved to be a dual 
one: a no to the specific problem he had 
in mind; and a yes to one not suspected. 
Fortunately, the method of solution em- 
ployed helped provide answers for both 
problems. Anticipated savings from the 
first problem alone were 10 per cent of 
net annual profits. 

The usefulness of this method is sig- 
nificant in two respects. First, companies 
with similar problems may find some of 
the ideas directly applicable to their situ- 
ations. Second, the general method em- 
ployed is illustrative of a way of thinking 
that has broad potential application to 
business problems. Some similar methods 
have been receiving increasing manage- 
ment interest under the name of “‘opera- 
tions research.” 

For instance, the same general proce- 
dure could be used to determine the best 
size for salesmen’s territories, the best 
number of branch production facilities, 
or other issues which are fundamentally 
problems in the scale of operations. 


THE PROBLEM 


Optimum Warehouse Territory 


This New England company had ac- 
quired more than a dozen warehouses in 
the five states served from its manufactur- 
ing plant. Warehouses had been added in 
some areas and discontinued in others as 


* The authors are indebted to The Harvey N. Shy- 
con Company, Management Consultants of Boston, 
for the opportunity to work on this and other inter- 
esting problems. 
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changing conditions seemed to dictate. 
These decisions had been made on a 
“common sense basis,” and often had 
proved advantageous to warehouse opera- 
tions in one area but at too great a‘cost 
in reduced operating efficiency in adjoin- 
ing areas. The problem was further com- 
plicated by the fact that two basic de- 
livery methods are used. One type of dis- 
tribution involves semi-trailer delivery 
from plant to warehouse, unload and stor- 
age, and then individual deliveries to 
market, while in the manufacturing pjant 
area, individual or direct delivery to yiar- 
ket is the rule. i 

The general manager recently rajsed 
the question of what was the optingum 
size of a warehouse territory. Some exScu- 
tives believed drivers making deliveries 
directly from the plant warehouse ere 
spending too much time getting to and 
from cities located about an hour's drive 
from the plant. 

The problem as restated by the anal¥sts 
was, “How large a territory should be 
served by a warehouse to result in a nfini- 
mum total cost for warehousing, trucking 
between plant and warehouses, and de- 
livery from warehouse to customers?” It 
was imperative that this question be an- 
swered from an over-all standpoint—cov- 
ering the company’s complete physical 
distribution system—rather than on an in- 
dividual territory basis. 


Criteria for Optimum Territory 

The real and useful objective of the 
whole project first had to be determined. 
Profits would be a good place to start. 
However, sales for this particular prob- 
lem were fixed, so to maximize profits was 
equivalent in this case to seeking mini- 
mum costs. The “‘measure of effective- 
ness” chosen, after examination of ware- 
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house operations, was cost (within the 


warehouse district) per dollar's worth of. 


goods distributed. It was this cost which 
should be minimized. Initially, minimum 
cost per warehouse sounds good. How- 
ever, this would yield a legion of very 
small warehouses which when totaled 
would give an inefhicient total operation. 


Determinants of Cost 


Available data were obtained from the 
company’s records. Examination of these 
data revealed that the cost of material 
handled in each warehouse district ap- 
peared to be primarily dependent upon 
two opposing factors: the volume of busi- 
ness passing through the warehouse and 
the area served by the warehouse. The 
greater the volume handled, the smaller 
would be the cost per dollar’s worth of 
goods distributed. However, the greater 
the area served, the greater would be the 
cost per dollar’s worth of goods distrib- 
uted. 

Finding this relationship was, of course, 
no surprise. The crucial job was to estab- 
lish the precise relationship between these 
factors; that is, their relative importance 
and the rate at which their variation af.- 
fected the over-all economy of the sys- 
tem. To be satisfactory, the analysis would 
have to handle both factors simultane- 
ously. This done, it would be possible to 
predict the cost of distributing goods as 
the area served by and the volume han- 
dled in each warehouse changed. More 
importantly, the systems could be so ar- 
ranged that total cost would be mini- 
mized. 

The analysts recognized that many 
other variables in this situation could af 
fect the measure of effectiveness. For in- 
stance, the price paid for gasoline in each 
warehouse area would affect the cost of 
operations in the area and undoubtedly 
varies throughout the New England 
states. The particular design of the ware- 


house, for example, whether the loading 
platform was at tailgate level of trucks 
or on the ground, might also affect these 
costs. However, it was desirable to keep 
the analysis fairly simple and so only the 
two factors considered most important 
were included. 


THE WAREHOUSE DISTRICT MODEL 
Objectives and Limitations 

Because of the great complexity of the 
“real world,” models of aspects of situa- 
tions are often built as aids to analysis 
and understanding. These models may be 
physical replicas, electrical analogues, 
blue prints, charts and graphs, and so 
forth. The most abstract and probably 
the most universal type of model is the 
mathematical one. It has been widely used 
in the physical sciences, in some of the 
social sciences, and in engineering. It is 
well to keep in mind that none of these 
models are the real world. They are at 
best useful simplified representations or 
abstractions of it. Mathematical models 
were chosen for this particular real world 
because of the precision with which they 
could portray the relationships involved 
and with which they could reveal mini. 
mum-cost solutions. 


Elements of the Warehouse District 
Model 

To build the mathematical model, it 
was necessary to understand the econom- 
ics of the problem. Warehousing costs 
per dollar of goods handled tend to de- 
crease with increasing volume: costs of 
supervision and other overhead are spread 
over more units, labor can usually be used 
with a lower proportion of idle time, etc. 
Since distance traveled would be the main 
factor determining costs associated with 
area, it followed that this cost would tend 
to vary approximately with the square 
root of the area. (Radius and diameter 
vary with the square root of the area of 
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a circle.) As concentric rings of equal area 
are added, rings rapidly become narrower, 
that is, additional distance traveled be- 
comes smaller. 


Mathematical Expression 


To summarize, it had been determined 
that for the problem at issue here, the 
cost per dollar's worth of goods distrib- 
uted (the warehouse efficiency) was equal 
to certain costs which vary inversely with 
the volume plus certain costs which vary 
directly with the square root of the area 
plus certain costs which were affected by 
neither of these variables. Putting this 
last factor first, these same variables ar- 
ranged as a mathematical expression are 
as follows: 
(1) C=a+4 +e 
Notation: C = cost (within the warehouse 

district) per dollar's worth 
of goods distributed—the 
measure of effectiveness. 

V = volume of goods in dollars 
handled by the warehouse 
per unit of time. 

A = area in square miles served 
by the warehouse. 

a= cost per dollar’s worth of 
goods distributed independ- 
ent of elther the ware- 
house’s volume handled or 
area served. 

b = “fixed” costs for the ware- 
house per unit of time, 
which divided by the vol- 
ume will yield the appropri- 
ate cost per dollar's worth 
distributed. 

c = the cost of the distribution 
which varies with the square 
root of the area; that is, 
costs associated with miles 
covered within the ware- 
house district such as gaso- 
line, truck repairs, driver 
hours, etc. 


Method for Solution 


The company had over a dozen ware- 
houses and it was possible to determine 
for each the cost per dollar's worth of 
goods distributed (C), the volume of 
goods handled by the warehouse (V), and 
the area served by the warehouse (A). 
Then, by the statistical method of least- 
squares multiple regression, it was pos- 
sible to use this warehousing experience 
and to determine mathematically the val- 
ues of the coefficients or parameters a, b, 
and c, which will make the model the 
closest predictor of the actual cost for all 
present warehouses using the individual 
volume and area figures.” 


HOW GOOD WAS THE WAREHOUSE 
DISTRICT MODEL? 


In order to confirm the accuracy of this 
model, a Cost (C) was computed for each 
warehouse using the determined values 
of a, b, and c from the multiple regression 
calculation and the warehouse’s specific 


* This method minimizes the sum of the squares 
of the differences between the actual cost and the 
predicted cost. An expression for this is as follows: 


Minimize: 
[«. 


isWN 
= 
where C,, V,, and A, indicate actual values in a given 
(the ith) branch warehouse operation and the & 
indicates a sum total of all (N) warehouses. Actually 


a set of three simultaneous equations are solved for 
a, b, and c. 


ed 
| 


=o 
N 
C,—(a+-—- + i} 

3b 
N = 
= 
dc 


These —— establish what the statistician calls 
the normal equations. 
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figures for V and A. By comparing these 
computed costs with the actual warehous- 
ing costs, the correlation coefficient was 
found to be .89, indicating a fairly high 
degree of correlation. 


MINIMIZATION WITH THE WAREHOUSE 
DISTRICT MODEL 

Conversion of the Model 

Developing this model is only the first 
step making it possible to predict costs. 
What is desired is cost minimization. 
However, in this case, it was necessary 
to convert a part of the model mathe- 
matically in order to minimize it. The ob- 
ject was to express cost as a function of 
only one unknown (area). A relationship 
was found between volume and area for 
each section of New England. This sales 
density (K), expressed in dollar volume 
per square mile of area, is 

V 


(2) K=— 


Therefore, V = KA, and it is possible to 
substitute this expression for V in the 
original model, giving 


(3) 


where a, b, and c are now specific figures 
determined from the multiple regression 
calculation. 


Cost Minimization With Respect to Area 

What is desired now is an expression 
for A which will make this cost model a 
minimum. It is possible to do this by dif- 
ferentiation which gives* 


* The expression for differentiation is 
dc b c 


dA 


This expression for the area A indicates 
that area which would yield a minimum 
cost and is a function of b and c (costs 
calculated from the empirical data) and K 
(the sales density of the area in question). 

The cost which is minimized is the ex- 
plicit cost within the warehouse district. 
The implicit cost, interest on investment 
in inventory and equipment, was ana- 
lyzed and demonstrated to be insignifi- 
cant for the purposes of this study. The 
costs also did not include the cost of load- 
ing semi-trailer trucks at the plant and 
transporting them to the branch ware- 
houses, since—as long as goods are han- 
dled from a branch warehouse—these 
costs will be incurred and will not be af- 
fected by volume handled or area served 
by each branch warehouse. 


Branch Warehouse Findings 


The company's actual branch ware- 
house areas ranged from about 95 to 150 
per cent of the individually computed op- 
timum areas. This disclosed an answer to 
a question not originally framed, namely, 
that most of the branch warehouse areas 
were too large and that, therefore, there 
were not enough warchouses in outlying 
districts. 


THE PLANT DISTRICT MODEL 
Cost Relationships 


The problem of the area to be served 
from the plant warehouse was distinct 
from the branch warehouse problem since 
goods which are distributed directly from 
the plant do not have to be loaded into 
semi-trailer trucks and transported to the 
branch warehouses and then unloaded, 
supervised, and stored in that warehouse. 
Therefore, as this area served from the 
plant is increased, these costs are saved. 
However, increasing this area makes it 
more expensive to serve the increasingly 
distant perimeter areas from the plant be- 
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cause more of the delivery driver's time 
and the truck’s miles are spent in un- 
productive time driving to and from the 
delivery area. 


Marginal Model 

The type of model set up for this prob- 
lem was a marginal model. The plant 
warehouse area should be expanded out 
to the point where the cost of serving the 
marginal area (the last addition) from the 
plant is equal to the cost of serving it 
from an optimally placed branch ware- 
house. Reducing the plant warehouse 
area from this line would mean that in- 
tervening customers served by a branch 
could be served more cheaply from the 
plant. Expanding the plant warehouse 
area beyond these points of marginal 
equality would mean that the additional 
customers then served from the plant 
could be served more cheaply from 
branch warehouses. 


Elements of the Marginal Model 

This model of marginal equality, the 
cost of handling one piece of goods for 
the marginal area, follows: 
Plant direct delivery cost per piece = 


branch delivery cost per piece (that 1s, plant 
to branch plus branch to customer). 


S, = Semi operating costs per 
mile 

D, = Miles from plant to the 
branch 

S, = Semi fixed costs per day 
(amortization type charge) 

S, = Semi driver costs per hour 

I, = Inventory costs per semi 


r week 
fio urs per day 
H,, = Hours per mile 
P,, = Pieces per hour 
P, = Pieces per semi 
Both sides of the equation ultimately re- 
solve to expressions of cost per piece. The 
distance D, to the marginal district from 
the optimally placed branch warehouse is 
determined from the general oh that 


is: 2b\28 

= 
From this expression for optimu 
may be computed an approxima 
the optimum radius (A = 7 r?) 
the figure used in the model for IS 
fixed branch expense per semi, B,, 
termined from the value for b in t’- 
eral model. The figure 2 in each c: 
resents a round trip. 


Plant Delivery Findings 
Most of the cost expressions in the plant 


27 Te + 


+ B, + 28,D, +5; + 25,H,D, + 


2T.D, + T, + 
P,, (H, Dy Hn Fy) 


Notation: T,, = Truck operation cost per 

mile 

P, = Plant delivery miles 

T, = Truck fixed costs per day 
(amortization type charge) 

T, = Truck driver costs per hour 

F, = Fixed driver time per day 
(check in, check out, coffee 
break, etc.) 

D, = Miles from branch to de- 
livery 

S: = Semi load and unload costs 

B, = Branch expense per semi 


district model could be determined di- 
rectly from the company’s internal rec- 
ords. Several of the costs such as a truck 
fixed cost per day or cost per mile were 
checked also from outside sources. After 
all the specific values were inserted in the 
model, it could be solved for P,, the dis- 
tance from the plant to the farthest dis- 
trict within the plant warehouse area.‘ 

* The equation was an implicit expression for Pa. 


This resulted in a quadratic form, which was then 
solved for Ps. 


area 
n of 
ch is 
The 
ns de- 
gen- 
rep- 
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Solving the model above for the prob- 
lem posed indicates that the marginal 
boundary of the plant warehouse area 
should be extended out to approximately 
two and one fourth times the present area 
radius and that the area to be served from 
the plant warehouse is thereby increased 
to five times the original size. Thus, the 
initial question is answered with an em- 
phatic no; that, far from decreasing the 
plant delivery radius, the company can 
best be served by increasing that radius. 


SUMMARY 
Generalization of the Method 


As many business problems will yield 
to similar methods of analysis, the particu- 
lar approach found useful here may be 
generalized as a sequence of steps as fol- 
lows: 


(1) Following a study to determine the eco- 
nomics of the problem, a measure of 
effectiveness was selected. 

(2) A mathematical model of the problem 
was built around this measure of effec- 
tiveness and included those variables 
which most appeared to influence the 
measure of effectiveness. 

The coefficients in the model were 
chosen by mathematical manipulation 
(multiple regression) to make it as ac- 
curate a symbolic description as pos- 
sible. 

The model was “tested” by statistical 
means (correlation coefficient). 

Again by a mathematical manipulation 
(differentiation), the model was mini- 
mized with respect to the factor to be 
used in the decision rule. That is, an ex- 
pression for area was determined, which 
should give the minimum warehousing 
cost per dollar's worth of goods distrib- 
uted in each particular area. 

In the special case of the plant ware- 
house area, an equation of marginal an- 
alysis was employed to establish the 
optimum radius to be served directly 
from the plant. 


Variations Within the Method 


Some variations within the same gen- 
eral framework of analysis might be con- 
sidered. 


(a) The measure of effectiveness might have 
been cost per pound of goods distrib- 
uted or some other similar criterion. 

(b) The model might have included more 
variables such as warehouse design, etc. 

(c) The coefficients in the model might have 
been determined from an engineering 
or cost accounting type of approach. 
From a chart of accounts and past 
records and budgets, a, b, c, etc., might 
have been determined. This type of ap- 
proach is more common in business to- 
day. However, by definition (the statisti- 
cian’s), these values could have been no 
better and might have been poorer. 

A tabular or graphical comparison of 
costs “predicted” by the model to actual 
warehouse costs might have been used 
rather than the correlation coefficient. 
A tabular, graphical, or trial and error 
method might have been used to de- 
termine the A (area) which minimized 
the cost expression. However, this 
would vary with K—the sales density— 
and, therefore, it would have been nec- 
essary to repeat this procedure for 
selected values of K. 

Rather than set up an equation for 
marginal analysis in the special case of 
the plant warehouse, it would again 
have been possible to tabulate, graph, or 
try many radius distances with their as- 
sociated costs to determine the best one. 


Implications of the Method 


The length of time necessary and the 
accuracy of results for these different 
methods of analysis would probably vary 
with the person using them. It is sus- 
pected that the more conventional ap- 
proach would have been substantially 
more time consuming and probably less 
precise. Possibly the best advice is: if the 
more elegant shoe fits, wear it. 


AN APPLICATION OF PSYCHOLOGICAL 
LEARNING THEORY TO ADVERTISING' 


NORMAN HELLER 
Dancer—Fitzgerald—Sample, Inc. 
Rutgers University 


ADVERTISING, MEMORY IMPACT, AND SALES 


7 primary purpose of any advertis- 
ing is to sell something, be it an idea, 
a service, or a product. However, as a re- 
sult of the complexity of measuring the 
sales effectiveness of an advertisement, 
most advertisers and their agencies take a 
secondary course and are concerned with 
the memory or impression impact of the 
advertising. Possibly they hypothesize 
that if advertising is to sell, it must com- 
municate, and the ad that “communicates 
best” is the one that will produce the 
greatest memory impression, both quanti- 
tatively and qualitatively. An assumption 
is that the memory production of an ad- 
vertisement is related to its sales effective- 
ness. Until data are obtained to the con- 
trary, this is an assumption that advertis- 
ing management and research personnel 
accept and work with. Illustrative of this 
are the number of advertising research 
projects that are devoted to memory re- 
call, recognition, or its variations; the 
status of Daniel Starch and Gallup-Robin- 
son reports; the writings of Lucas and 
Britt, Hattwick,® etc. Thus, it may be 
said that advertising attempts to achieve 
its primary purpose through the produc- 
tion of memory impact. 

* The experimental data for this article were col- 
lected while the author was Instructor at the New 
York University School of Commerce, Accounts and 
Finance. 

*D. B. Lucas and §S. H. Britt, Advertising Psychol- 
ogy and Research (New York: McGraw-Hill Book 
Co., 1950), pp. 14, 76-90, 476-523, and 567. 

* Melvin S. Hattwick, How to Use Psychology for 
Better Advertising (New York: Prentice-Hall, Inc., 
1950), Pp. 225-70, 278-79, and 295-99. 
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THE PROBLEM 


The problem of this study is: can mem- 
ory impact be increased through the ap- 
plication of the Gestalt principle of clos- 
ure? 


Gestalt psychology was founded by Max 
Wertheimer in 1912 and emphasizes the 
unitary, integrated nature of behavior as 
opposed to Elementarism, which empha- 
sizes that a study of the component parts 
gives complete understanding of the 
whole. The main thesis of the Gestaltists 
is that the whole has attributes specific to 
its organizational structure, is different 
from the sum of its separate parts, and 
therefore a study of the component parts 
does not give complete understanding of 
the whole. (For example: a triangle is 
different from its three sides; a melody is 
more than a sequence of tones.) Histori- 
cally, Gestalt psychology has been con- 
cerned with perception. Several basic 
principles of perceptual organization 
have been formulated, one of which is the 
principle of closure.*. 5: ¢ 


The Closure Principle 


The principle of closure states that in 
any situation where the whole is per- 
ceived as incomplete, tension results; and 
there is aroused a drive to complete the 
perception. That is, behavior is directed 


*Pp. L. Harriman, The New Dictionary of Psychol- 
ogy (New York: Philosophical Library, 1947), pp. 
149-50. 

*Kurt Koffka, Principles of Gestalt Psychology 
(New York: Harcourt, Brace & Co., 1935). 

*An excellent introduction into Gestalt Psychol- 
ogy (and other schools) is in Seven Psychologies by 
E. Heidbreder (New York: Century Company, 1933), 
PP. 328-75. 
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toward an end situation that brings clos- 
ure with it. With closure the tension is re- 
duced. The reduction of tension is a re- 
ward, and thus the phenomenon of clos- 
ure is an aid to learning.” 

To put the above in less technical lan- 
guage: As a result of past learning or ex- 
perience, people expect to perceive things 
in familiar patterns. For example, they 
know what the letter ‘‘o” looks like and 
expect the letter to look like that when it 
appears in a word. If by chance that letter 
appeared in a sentence looking like “vo”, 
they would perceptually close the above 
symbol and perceive it as the letter “o”’. 
(Look at the first word in this paragraph.) 
Or, if a word had a letter missing, they 
would perceptually complete the word. 
The completion of the word would be ac- 
companied by a drop in tension on the 
part of the perceiver. This reduction in 
tension is interpreted as a reward. 

Closure and memory. If this is so, then 
to change a whole purposefully (in this 
experiment, advertising slogans) so that 
it is perceived as incomplete will bring 
the closure phenomenon into play and 
will thereby facilitate the learning of the 
slogan. 

It is the objective of this exploratory 
study to determine if the principle of 
closure can be purposefully applied to in- 
crease the memory for specific advertising 
material. 


THE HYPOTHESIS 

An incomplete advertising slogan will 
be remembered more readily than a com- 
plete slogan. Stated statistically, the prob- 
lem is to determine whether a significant 
difference exists between the memory re- 
sponses of the subjects who are exposed to 
slogans in their incomplete state (experi- 


TE. R. Hilgard, Theories of Learning (New York: 
Appleton-Century Co., Inc., 1948), pp. 184-84. This 
text presents a lucid survey of current psychological 
learning theory. 


mental group) and the memory responses 
of the subjects who are exposed to slogans 
in their complete (usual) state (control 
group). To test this relationship, the null 
hypothesis is invoked, wherein the as- 
sumption is made that no real difference 
exists between the memory responses of 
the two groups and that any observed dif- 
ferences could have occurred by chance. 


THE EXPERIMENTAL PROCEDURE 


A sample of 60 registered advertising 
slogans was selected from a published 
glossary of current advertising slogans 
with the use of a table of random num- 
bers. 

A mimeographed booklet was prepared, 
The instructions on the cover read: 


This is a test of the “rememberability” of 
different slogans. Read each slogan once 
and only once. Do not write on or other- 
wise mark the paper. Please do not disturb 
your neighbor by talking or looking at his 
paper. Your answers are the important 
answers. 


Page one consisted of 30 of the 60 selected 
slogans. Page two was a selection from a 
book review. A word association test of 
26-word length was on page three, The 
purpose of pages two and three was to 
hasten the forgetting process. On page 
four were 60 slogans: the go slogans from 
page one and the other go slogans that 
were originally selected. The 60 slogans 
were positioned on the page by the use of 
a table of random numbers. The instruc- 
tions on this page stated: 


“Check each slogan that you remember 
reading on the first page.” 


Thus, page one can be called the learning 
situation, pages two and three the for- 
getting situation, and page four the test or 
memory recognition situation, 

The subjects used were university un- 
dergraduates. Their inclusion in either 


THE JOURNAL OF MARKETING 


Taste | 
CLosurz AND Memory Impact: SUMMARY OF EXPERIMENTAL RESULTS 
Experiment I Experiment II Experiment II1 
Control Experimental Control Experimental Control Experimental 
Grou Grou Group Group 
(N = 72) (N =73) (N = 202) (N = 202) (N = 52) (N = 54) 
M 18.29 20.90 7.03 9.10 18.50 18.07 
8. D. 4Al 4.94 2.49 2.99 4.31 4.08 
S. E. mean 52 58 17 21 60 56 
Mean difference 2.61 2.07 A$ 
r 
S. E. difference 78 21 82 
t 9.86" 52 


* Significant at the 1- per cent level. 


an experimental or control group was de- 
termined systematically, that is, every 
other aisle or every other row of students. 
It was assumed that this systematic selec- 
tion would provide comparable groups. 
Three memory recognition experiments 
were conducted. Different groups of stu- 
dents were used in each experiment. 


Experiment I 

In experiment I, the experimental 
group (N = 73) received page one with 
every seventh letter omitted in each of 
the thirty slogans; for example, busine-s 
is goo— but adv—rtisin— makes i— better. 
The control group (N == 72) was exposed 
to the slogans in their normal state. 


Experiment II 

In experiment II, the procedure was 
changed in that each subject acted as both 
an experimental and control group. That 
is, every seventh letter was omitted from 
the even-numbered slogans for half of the 
subjects and was omitted from the odd- 
numbered slogans for the remaining sub- 
jects. Thus, every subject (N = 202) was 
exposed to 15 complete and 15 incom- 
plete slogans. 


Experiment III 
Experiment III was identical to experi- 
ment I except for the degree of slogan in- 


completeness. Here, only the middle let- 
ter was omitted from each of the slogans 
to which the experimental group (N = 
54) was exposed; for example, business is 
good but adv—rtising makes it better. The 
control group (N = 52) was exposed to 
the slogans in their normal state. 


RESULTS 

Table I shows the mean memory scores 
made by the experimental and control 
groups in the three experiments. The 
standard deviations, the standard error of 
the means, the mean difference, the stand- 
ard error of the difference between the 
means, and the t values are also presented. 

In experiment I, the mean memory 
score of the control group was 18.29 slo- 
gans, whereas the mean score of the ex- 
perimental group—which was exposed to 
the incomplete slogans—was 20.9 slogans. 
To be significant at the 1-per cent level, 
the t value would have to be 2.60 or 
greater. The actual t value was 3.35. 

The null hypothesis was even more 
strongly rejected in experiment II. The 
mean memory score of the control group 
was 7.03 and was 9.10 for the experi- 
mental group. The difference between 
the means was considered very significant, 
as the t value was 9.86.* 


*Since the subjects in experiment II were the 
same for both control and experimental situations, 
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In experiment III, where only the mid- 
dle letter was omitted, the mean number 
of slogans remembered by the control 
group was 18.50 and by the experimental 
group was 18.07. The difference between 
the means was nonsignificant, the t value 
being 0.52. 


IMPLICATIONS OF THE RESULTS 
Closure and Learning 


Experiments I and II support the hy- 
pothesis that the principle of closure can 
be purposefully applied to increase the 
memory for specific advertising material. 
It is possible to explain the data obtained 
in Experiments I and II in various ways. 
For example: it is a widely accepted prin- 
ciple of education that active participa- 
tion is an aid to learning, whereas passive 
participation is much less effective.’ It 
appears that the above phenomenon of 
closure is an aid to learning in that ‘‘the 
strain to complete’’ places the perceiver 
further along on the continuum of par- 
ticipation. Tresselt and Levy’® present 
data that indicate recognition memory is 
a function of the degree of self-involve- 
ment in the material which is to be recog- 
nized. Thus, closure is an aid to learning 
in that “the strain to complete” results in 
a greater degree of self-involvement. That 


the correction for correlation in estimating the 
standard error of the difference was applied. Though 
it was assumed that the method of selecting subjects 
for experiments I and IIL would assure comparable 
groups, no attempt was made to match the groups 
by pairs. Therefore, no correction for correlation 
could be made. The experimenter’s reason for non- 
matching by pairs was his lack of knowledge of a 
relevant or valid criterion for matching. However, 
one indication of the comparability of the samples 
is that the differences between the mean scores for 
the control groups in experiments I and III are not 
significant. 

*C. IL. Hovland, I. L. Janis, and H. H. Kelley, 
Communication and Persuasion, Psychological Stud- 
ies of Opinion Change (New Haven: Yale University 
Press, 1953), pp. 215-40. 

*M. E. Tresselt and B. Levy, “Recognition for 
Ego-Involved Material,” Journal of Psychology, vol. 
27, 1949. PP. 73°78. 


closure is an aid to learning may also be 
explained by the Law of Effect, which 
states that behavior followed by a reward 
is strengthened by the reward.'*: '? Now, a 
situation perceived as incomplete may 
also be perceived as a problem. Solving a 
problem (achieving closure) is an ego re- 
ward and is therefore an aid to learning. 
Or, as stated previously, the reduction of 
tension that accompanies closure is in it- 
self a reward. In this way, the Gestalt 
principle of closure is an alternative to 
Thorndike’s Law of Effect and is an aid to 
learning. 


Degree of Closure 


If all or even some of the above be true, 
then why were nonsignificant results ob- 
tained in experiment II1? Perhaps the an- 
swer to this question lies in the degree of 
slogan incompleteness in experiment III. 
To repeat: the principle of closure states 
that in any situation where the whole is 
perceived as incomplete, tension results, 
and there is aroused a behavioral drive to 
complete the perception. It should be 
noted that the above principle does not 
say that an incomplete whole will neces- 
sarily be perceived as incomplete. Con- 
sidering the fact that only one letter in 
each slogan was omitted in experiment 
III, it is possible that the subjects did not 
perceive the incomplete slogans as incom- 
plete. It is also plausible to conjecture 
that the degree of incompleteness was so 
minimal (only 1 letter omitted) that in 
effect little or no tension resulted. As 
such, the resultant reward—the reduction 
of tension—did not measurably act as an 
aid to learning. 

Similarly, the omission of a single let- 
ter: (a) did not place the subjects far 
enough (to make a difference) on the con- 

" Hilgard, op. cit., pp. 19-51. 

"National Society for the Study of Education, 
The Psychology of Learning (Chicago: University of 


Chicago Press, 1942), Forty-first Yearbook, Part Il, 
pp. t1i-22 and 147-48. 
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tinuum of active participation, or (b) did 
not bring about a sufficient degree of 
self-involvement, or, finally, (c) did not 
bring about the perception of the slogan 
as a problem. 

The value of experiment III is that it 
serves notice, to those who would try to 
adapt the closure phenomenon to an ac- 
tual advertising situation, that the crea- 
tion of incompleteness is no guarantee 
that the closure phenomenon will be 
brought into play. (What is technically 
incomplete is not necessarily phenome- 
nologically incomplete.) Likewise, ex- 
periment III indicates that it is the de- 
gree of incompleteness that needs further 
investigation. 


LIMITATIONS OF THE STUDY 


Before a discussion of the practical ap- 
plication of the findings is presented, it 
seems appropriate to provide a word of 
caution regarding the limitations of the 
study. 


Experiment Design 


The experimental situation was artifi- 
cial in that it differed drastically from the 
context in which the public is usually ex- 
posed to slogans. For example, the sub- 
jects, being students, were captive. The 
relationship between the experimenter 
and the subjects was complicated by the 
fact that the experimenter was also their 
instructor, Thus, it is reasonable to as- 
sume that their motivational structure, 
their mental set, and their degree of 
awareness were quite different from those 
of Mr. Citizen who can control his ex- 
posure to advertising by the flick of a 
channel, twist of a dial, or turn of a page. 
By way of contrast, the students were spe- 
cifically instructed to: “Read each slogan 
once and only 


“It is felt that this particular instruction aided 
the complete slogans more than the incomplete. 


Sample 


Another limitation is the nonrepresent- 
ativeness of the sample. That is, aside 
from the possible influences of the experi- 
mental environment on the subjects, the 
question may be raised as to the validity 
of generalizing from college students to 
the general public. 


Generalization 


However, while it is true that the re- 
sults of this study are not necessarily valid 
in dissimilar situations or with dissimilar 
populations, the results do have value 
outside of the experimental context in 
that the proponents of the principle of 
closure do not set any limits on its ap- 
plicability. Moreover, it is the very crea- 
tion of an artificial situation where all 
conditions are controlled but one (in this 
case, incompleteness) that enables us to 
isolate, study, and obtain an understand- 
ing of the dynamics of memory impact. 
It is this understanding that can be ap- 
plied. 


Significance of Differences 


A final note of skepticism has to do with 
the significance of the findings. That is, 
although the differences in experiments I 
and Il are mathematically real and de- 
monstrable, one wonders whether they are 
large enough to be important. That is, to 
the practical advertiser, a ‘‘difference is 
a difference only if it makes a difference.” 
To put it another way, the question be- 
fore us is whether or not the difference 
obtained is large enough to justify the 
time and effort involved in bringing it 
about. 

With the above reservations to serve as 
a warning, the conclusions and a discus- 
sion of the practical applications of the 
findings may be presented. 
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CONCLUSIONS AND PRACTICAL APPLICATION 
OF THE FINDINGS 


This study does not mean to imply that 
future advertisements should consist of 
mutilated or incomplete words. This 
study does reaffirm the theory that mem- 
ory is a function (in part) of the degree of 
active participation, the degree of self- 
involvement, and the degree of reward in 
the material which is to be recognized and 
that the closure phenomenon can bring 
about each of the above (depending on 
one’s theoretical interpretation of the 
phenomenon). To develop advertisements 
that had every nth letter omitted would 
be both crude and, once other advertisers 
followed suit, rather obvious. Although 
the practical application of the findings is 
best left for those who create advertising, 
one can visualize a cigarette advertise- 
ment wherein the smoke from the puck- 
ered lips of a beautiful model drifts lazily 
up and in so doing covers just enough of 
the brand name or sales message to bring 
about closure. Or, as another example, if 
one were advertising beer, perfume, or 
cornflakes, it would be rather simple to 
have the hand of a thirsty laborer, glam- 
orous housewife, or hungry child respec- 
tively reach out and strongly grasp, gently 
hold, or seize the product in such a way 
that part of the brand name is hidden 
from view. On radio, it is rather common 
practice to repeat the same advertising 
jingle several times a day, several times a 
week, for several weeks or months. It 
would be a simple matter, after a jingle 
has been repeated many times, to omit 
some bars or a line of verse (leaving silent 
time in its place). It is hypothesized that 
the closure phenomenon would operate, 
and the listener would complete the 
omitted line mentally or even behavior- 
ally. 

A perusal of almost any general con- 
sumer magazine or group of outdoor 


posters will yield examples of advertise- 
ments that appear to be utilizing closure 
as a means of increasing the reader's mem- 
ory.’* One example is a Ford outdoor 
poster which showed the window of a 
Ford Agency from the inside looking out. 
As such, no automobiles are shown. What 
is seen by the reader is a man, a boy, anda 
dog. The man and boy are looking in and 
their countenances demonstrate a mix- 
ture of admiration and desire. There was 
no copy other than the mirror image of 
the word Ford. Here is an advertisement 
with two incomplete Gestalts (wholes). 
One is the mirror image itself [AHO%F). 
The other is the car or cars which are not 
in the picture. The reader of this poster 
must first reorganize the mirror image 
and then imagine the existence of the au- 
tomobile. Different examples are some 
recent Jell-O pudding and pie-filling ad. 
vertisements that show the pudding or 
pie filling being prepared. (This is a de 
parture from most food advertising which 
shows the finished product.) Since what 
the housewife observes in the advertise 
ment is incomplete, it is hypothesized that 
she will mentally complete the prepara 
tion or mentally picture the product com 
pleted. Of course, the Jell-O Company 
would like to have the housewife feel so 
compelled to finish the preparation that 
she will buy the product.’® A_ recent 
D'Orsay perfume advertisement brings 
the closure phenomenon into play by pic 

turing sundry males, eyes all fixed in the 
same direction, looking at someone who 
has just passed by. The female responsi 

ble for the condition of the males is not 
shown. The copy reads: “Someone lovely 


“ Those who planned and created these advertise. 
ments may not have applied the principle of closure 
purposefully and knowingly. That they possibly did 
not, does not, of course, detract from the excellence 
of their creative efforts 

“Lawrence Bernard, “Jell-O Imagination and 
Money Put Starch in Pudding, Pie-Filling Ads,” 
Advertising Age, March 22, 1954, p. 24. 
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has just passed by! Someone wearing In- 
toxication D'ORSAY.” A final example 
(and there are many others) is the recent 
Cheerios advertisement,’® which uses in- 
dividual cheerios in place of the letter 

It is recognized that on a lay level one 
could conclude that the above examples 
do nothing more than reaffirm the rule 
of thumb that you should always leave 
something to your reader's imagination. 
In part, this is true, but it is also true that 
one way of doing this is through the crea- 
tion of an incomplete Gestalt.'? It is em- 
phasized that before any applications are 
made, they should undergo rigorous copy 
testing. That is, the next step should be a 
field test of advertisements that incorpo- 
rate the closure phenomenon. For exam- 

* Life Magazine, June 6, 1955. 

"It should also be noted that this paper does not 
mean to imply that the closure phenomenon is the 
only truly successful way of bringing about ego in- 
volvement, active participation, or increased memory. 
All advertisements attempt to do this, mainly through 
the use of appeals that are “in tune” with the readers’ 
motivational structure. Other advertisements use 
curiosity headlines, large amounts of white space, 


illustrations that elicit empathy, etc., as a means of 
achieving the above objectives. 


ple, a Jell-O advertisement with the pie 
shell filled could be contrasted with one 
in which the shell is in the process of be- 
ing filled; or two perfume advertisements 
—one with the headline, “Someone lovely 
has just passed by,” and the other with 
the female pictured and the heading stat- 
ing, “Someone lovely is passing by’— 
could be tested. 


SUMMARY 


It was the objective of this study to de- 
termine if the closure phenomenon could 
be purposefully applied to increase the 
memory for specific advertising material. 
Significant findings were obtained in two 
experiments and were not obtained in a 
third experiment. The degree of incom- 
pleteness was offered as an explanation 
for the differences between experiments 
1, I, and III. It was concluded that mem- 
ory is a function (in part) of the degree 
of active participation, the degree of self- 
involvement and the degree of reward in 
the material which is to be recognized, 
and that the closure phenomenon can 
bring about each of the above. 
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ORGANIZING FOR RETAIL 
DECENTRALIZATION 


CLINTON L. OAKS 
University of Washington 


To widespread development of large 
suburban department store branches 
has taken place so recently and so fast that 
as yet there is little agreement on a work- 
able theory of branch organization and 
control. Traditional department store or- 
ganizational patterns, as discussed and 
codified in Paul Mazur’s book, Principles 
of Organization Applied to Modern Re- 
tailing, were designed for the operation 
of a single store, and their suitability as 
the framework for a large-scale multiunit 
operation has been seriously questioned." 


CURRENT PRACTICE 
Central Control 


A few department stores have side- 
stepped this problem by granting their 
branches a large measure of merchandis- 
ing autonomy and then reproducing in 
the branch a plan of organization similar 
to that in the parent store. For many de- 
partment stores, however, the organiza- 
tional advantages of autonomous opera- 
tion have not been sufficiently important 
to counterbalance the operating advan- 
tages inherent in nonautonomous branch 
operation. Centralized merchandising 
control makes possible the use of a single 
merchandising organization for the en- 

*Paul M. Mazur, Principles of Organization Ap- 
plied to Modern Retailing (New York: Harper and 
Brothers, 1927). According to one observer: “Instead 
of administering a compact organization doing busi- 
ness within a limited territory . . . the typical de- 
partment store management faces the need for ad- 
ministering an increasingly compicx organization 
with continually new problems for which there is 
no precedent. . . . It is time that someone wrote a 
sequel to Paul Mazur’s book.” Lawrence C. Lockley, 


“We Need an Organization Stretcher,” Journal of 
Retailing, 26 (Summer, 1950), p. 65. 


tire branch system. This, in turn, is said 
to result in (1) a significant reduction in 
buying expense ratio; (2) a substantial in- 
crease in buying power for each parent 
store merchandise classification; and (9) 
an extreme flexibility in the interstore 
transfer of merchandise, tending to re- 
duce both markdowns and _ necessary 
stock-sales ratios. 


Branch Organization 


Highly centralized merchandising pol- 
icy has tended to lessen the need to de- 
velop a strong management team within 
each branch store. The branch store or- 
ganization is typically headed by a branch 
manager whose position is somewhat anal- 
ogous to that of the manager of the earlier 
specialty store or resort-shop branch of a 
department store. The branch manager is 
often given a luxurious office and is 
placed directly under the highest official 
in the parent store actively concerned 
with current operations. However, the 
status of the manager in age, salary, and 
former position seldom corresponds even 
to that of a middle-level divisional mer- 
chandise manager. 

The branch manager usually has one 
or more assistants, although their titles 
and functions vary markedly among 
branch systems. In some branch stores, 
the assistant manager supervises and co- 
ordinates the merchandising activities in 
the branch store. In others, he is essen- 
tially a store superintendent, although he 
may be assigned certain control functions 
as well. The status of these men in age, 
experience, and salary is significantly be- 
low that of the branch manager. 
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The size of branches has usually made 
it desirable to appoint supervisors for the 
various nonselling functions such as per- 
sonnel, credit, merchandise handling, 
maintenance, and protection. These de- 
partment heads are usually working su- 
pervisors and are often quite young. In 
one branch, for example, none of these su- 
pervisors was over thirty-one, Their status 
as indicated by salary, experience, and 
normal channel of promotion was roughly 
equivalent to a section head in the cor- 
responding downtown department. 

In order to fix responsibility for the 
different selling floor areas of the branch 
store, it is common to appoint a number 
of branch department managers. Al- 
though the title varies somewhat from 
one branch system to another, the organi- 
zational status and job description asso- 
ciated with this position are surprisingly 
uniform among the various branch sys- 
tems. Fssentially, the branch department 
manager is a selling supervisor for the 
stock representing one or more down- 
town departments, Department managers 
are also relatively young with no previous 
administrative experience. Parent store 
officials usually tend to regard this as a 
training position for future promotional 
openings in the parent store. In terms of 
salary, the typical department manager 
often receives only slightly more than the 
experienced salesperson. 


ORGANIZATIONAL PROBLEMS 

The attempt to reconcile the tradi- 
tional pattern of autonomous department 
store operation with the modern concept 
of multiunit operation under strict cen- 
tralized merchandising control has cre- 
ated a number of organizational prob- 
lems. 


Conflicting Jurisdiction 
Under rigid centralized control, the 
branch store becomes essentially an annex 


to the parent store operation. The mer- 
chandising responsibility for the branch 
is usually assigned to the merchandising 
organization of the parent store. The par- 
ent store buyer, for example, is almost in- 
variably made responsible for the sales 
and profit performance of his total de- 
partment in both his downtown opera- 
tions and the branch stores. Both the buy- 
ers and their divisional merchandise 
managers, as might be expected, usually 
attempt to control their respective branch 
operations as much as possible in order to 
maximize their total operating results. 
Consequently, the responsibilities 
vested in the branch general manager are 
not readily apparent. As titular head of a 
large and often palatial suburban unit, 
however, his duties and responsibilities 
are often outlined in the broadest pos- 
sible terms. Apparently, parent store offi- 
cials—lacking any meaningful pattern for 
assigning the responsibility for branch 
operations—have often divided it, per- 
haps hoping that the interaction of the 
personalities involved would produce 
some workable day-to-day arrangement. 
Under this plan of organization, the 
position and jurisdiction accorded to the 
branch manager seem to depend partly 
on his ability and partly on his willing- 
ness to insist on recognition.” This strug- 
gle for recognition undoubtedly produces 
personal friction and organizational stress, 
both of which may seriously impede the 
efficiency of the branch's operation.* 


*One branch manager, for example, commented 
recently, “I am given a good deal of autonomy in my 
operation—but only because I was willing to take 
authority and fight like hell to cover my mistakes.” 
Another added, “People downtown will push you 
around just as far as you will let them. You finally 
have to draw a line and tell them not to come any 
further.” 

* According to a third branch manager: “I can get 
action from the downtown people if I really get 
tough. But you can’t get tough on every matter that 
comes along—both because it soon loses its effective- 
ness and because you have to live with these people. 
We are a long way out from the center of operations 
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Adjustments to Conflicting Jurisdiction 


In order to relieve some of the stress of 
this dual responsibility, parent store man- 
agements have usually held all branch 
personnel accountable only to the branch 
manager. This has taken from the down- 
town buyers and divisional managers any 
direct authority which they might exert 
over the branch operations of their re- 
spective departments without relieving 
them of their joint responsibility for these 
operations. It has created what appears to 
be an excessive span of control for the 
branch manager or his assistant, since 
some of these department store branches 
have forty to fifty department managers 
in addition to the supervisors of the vari- 
ous nonselling functions. And it may have 
helped to create in the branch the laxness 
of detailed control and the absence of typ- 
ical downtown pressure for outstanding 
performance which are often reflected in 
the comments of both parent store and 
branch executives. 

To reduce the span of control and to 
provide closer day-to-day supervision over 
branch department managers, some par- 
ent stores have experimented with an ad- 
ditional level of supervision between the 
branch department manager and the 
branch manager or his assistant. This 
plan may also add depth to the branch ex- 
ecutive staff, which has sometimes proved 
inadequate during periods of vacation, 
prolonged illness, or extra-i.our openings. 
However, operating experience with such 
supervision has not proved particularly 
satisfactory. 

If the branch executive at this level- 
with a title of “sales supervisor,” “group 
manager,” or “merchandise counselor” — 
attempts to exercise firm control, his juris- 
diction tends to conflict with the parent 
store buyers. Some stores have, therefore, 


and if someone down there gets sore at you, he can 
make your life miserable.” 


placed these branch sales supervisors di- 
rectly under the corresponding parent 
store divisional merchandise managers. 
This plan, however, tends to increase the 
friction between the branch manager and 
the parent store divisional merchandise 
managers.* 

Whether or not the sales supervisor re- 
ports directly to the divisional merchan- 
dise manager, he usually looks for promo- 
tion to the merchandising division of the 
parent store. Thus, he may hesitate to an- 
tagonize parent store divisionals or buy- 
ers who may later be in a position to rec- 
ommend him for promotion. If, for this 
or any other reason, the sales supervisor 
does not strictly control the branch de- 
partment manager, his position in the 
branch organization serves no particular 
purpose. As the branch department man- 
agers, the branch manager, and the par- 
ent store officials become aware of this, 
such supervision tends to be abandoned. 


Multiboss Supervision 


The split responsibility for merchan- 
dising, as noted earlier, subjects the typi- 
cal branch department manager to super- 
vision by at least two different executives. 
Officials in some systems have, therefore, 
placed the department manager under 
the branch manager, restricting the buyer 
to functional supervision only. 

In a recent NRDGA panel discussion 
of this matter, the chairman stated: “We 
all feel that it is very important that every 
one in the branch should report directly 
to the branch manager. No person can 
serve two or three bosses at one time.” 
Another retail executive responded: 
“That is exactly our concept of the mat 
ter. We do feel, however, that people in 
multiple store operation in their practi- 

*In the words of one department store executive, 
the sales supervisors often become “a super-spy sys- 


tem which can be used by the divisionals to con- 
stantly needle the branch store manager.” 
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cal day-to-day work have to learn to work 
with, as you might say, several bosses. Cer- 
tainly the personnel report to the head of 
a suburban store, but he in turn has to 
work very closely with the parent organi- 
zation.” The chairman replied: “. . . one 
obvious requirement for successful opera- 
tions in the branch is that the people in 
the branch must be intelligent, have com- 
mon sense, and, in many instances, be 
good politicians.’ 

If a dispute arises between the parent 
store buyer and the branch department 
manager, it is reported by the buyer to 
the divisional merchandise manager, 
thence to the general merchandise man- 
ager, and to the general manager or even 
to the president, depending upon the offi- 
cial to whom the branch manager reports. 
If this theoretical pattern were actually 
followed, it could involve in each such 
dispute five or more operating executives. 
That such a cumbersome, time-consum- 
ing, and involved procedure could be- 
come the established channel for work- 
ing out day-to-day operating problems in 
a business as noted for its flexibility as 
the metropolitan department store is un- 
thinkable. 

In most branch systems the buyer ap- 
parently can and does exercise direct, if 
informal, supervision over his branch de- 
partment managers.* Acceptance of this 
unofficial subordination by the branch de- 
partment manager appears to be due in 
part to the buyer's experience, enthusi- 
asm, and status and in part to permitting 
buyers to participate in the choice and 
promotion of the corresponding branch 
department managers. Finally, it is usu- 
ally evident that a branch department 


- * National Retail Dry Goods Association, Branch 
‘Store Operations (New York, 1954), PP. 4-5- 

. *As one branch department manager commented: 
“We may report to the store manager on paper, but 
I only see him once a day, if that, and I talk to my 
buyers at least five or six times. This is actually part 
of the buyer's operation and we are his assistants.” 


manager is easier to replace than an ex- 
perienced buyer. 

The branch department manager of 
combined departments must sometimes 
answer informally to more than one par- 
ent store buyer. In one branch recently 
opened, eight department managers had 
only one parent store buyer directly con- 
cerned, but ten had two buyers, five had 
three buyers, and two had four buyers. 
All buyers aim at optimum branch re- 
sults. Thus, disputes may arise over dis- 
play and reserve stock area, division of 
branch expense, and relative sales em- 
phasis. When the several buyers inter- 
ested in a single branch department are 
from different parent store merchandise 
divisions, such rivalry is difficult to con- 
trol. The branch department manager 
can only try to avoid antagonizing any of 
his several supervisors.” 

This multiboss situation and relatively 
low pay have tended to depreciate the 
branch department manager's job. Parent 
stores have therefore tended to treat them 
as trainee assignments, holding promise 
of subsequent promotion. However, the 
likelihood of promotion and consequent 
motivation diminish as the number of 
branches increases. A substantial increase 
in compensation would mitigate but not 
solve the turnover problem.*® 


Excessive Use of Committee Management 


In an attempt to improve the present 
plan of branch system organization, many 
store officials have tended to rely exces- 


‘As one branch department manager commented: 
“Once in a while, one of my buyers will want me to 
do some crazy thing which I know is going to cause 
trouble with someone else. So I fix it just the way he 
wants it—and then after he leaves, I put it back the 
way it was before.” 

*In the words of one branch manager: “My sec 
tion managers obviously want to keep both me and 
their buyers as bappy as possible. Oftentimes they 
won't say anything about something that needs cor- 
rection in order to avoid getting involved in a squab- 
ble. This means that I have to keep putting pressure 
on them continually to keep them doing their jobs.” 
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sively on the use of formal or informal 
management committees. 

Branch store managers are often made 
members of the parent store executive 
committee; branch supervisors of non- 
selling functions are frequently asked to 
participate in informal meetings of par- 
ent store executives in their particular 
area of operations; and branch depart- 
ment managers and sales supervisors 
sometimes discuss their merchandising 
problems with their respective divisional 
merchandise managers and buyers.* A 
management committee may improve 
communication, but it is questionable 
that it can replace effective line manage- 
ment. 


STRENGTHENING PLAN OF ORGANIZATION 


If centralized control continues, at least 
two alternative plans for strengthening 
the organizational structure should be 
considered. 


Bisecting the Buyer 

One plan involves splitting the buying 
and selling functions commonly assigned 
to the merchandising division of the par- 
ent store, creating a division for sales both 
in the parent store and in the branches. 
Such separation of functions was discussed 
as early as 1924 in the Harvard Business 
Review as a case study.’° Many propo- 
nents have argued since that such a divi- 
sion would reduce the excessive work 
load on the buyer and permit greater job 
specialization. 

Elements of this plan are, of course, al- 
ready incorporated in most branch sys- 
tems. With central control, the branch 
department store is primarily a selling 
unit. Its various management levels rarely 

* One official said: “About the only solution is to 
get everyone together and try to work out problems 
as they come up.” 

* “Separation of the Buying and Selling Functions 
in a Department Store,” Harvard Business Review, 
2 (April 1924), pp. 362-67. 


buy merchandise except for occasional 
routine reorders with local vendors. More- 
over, as noted earlier, the branch is usu- 
ally divorced from the merchandising or- 
ganization of the parent store. The branch 
manager and the general merchandise 
manager both report to the general man- 
ager or to the president of the company." 

This plan—if adopted in the parent 
store as well—would simplify organiza- 
tional structure, coordinate responsibil- 
ity and authority, and reduce conflict of 
jurisdiction. However, few branch de- 
partment store executives are convinced 
of the merits of this plan. Indeed, many 
executives argue that their branch store 
experience has tended to confirm most of 
their reservations. For example, they re- 
port that branch department managers 
have been reluctant to take responsibility 
for the sale of merchandise which they 
did not purchase. Friction over merchan- 
dise selection frequently arises between 
the buyer and the corresponding branch 
department manager, particularly in 
those branch systems in which the branch 
department manager is reasonably free 
from the informal as well as the formal 
control of the parent store buyer. Over a 
period of time, the buyers who are ac- 
tually divorced from any control over 
their branch department managers ap- 
parently tend to become somewhat more 
cautious in buying for the branches, plac- 
ing their promotional merchandise down- 
town where they can supervise the han- 
dling of it. 

Asa result of these problems, many de- 

" This situation led one proponent of this plan to 
comment that: “. . . if we haven't learned anything 
else from outlying or branch store operations, we 
have learned that . . . you can successfully separate 
buying from selling. . . . It is working now ia many 
organizations which have outlying stores where the 
only one you have in the outlying store is the sales 
supervisor and the buying is all done centrally. Some 
day we are going to do the same thing for the big 


store itself.” Joseph J. Thursh, “Organizing for a 
Profit,” Retail Control, 22 (May 1954), p. 7. 
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partment store executives appear to be 
convinced that the individual buyer 
should be given more, rather than less, 
control over their branch selling func- 
tion; and many large branch systems are 
permitting their buyers to exercise an in- 
creasing degree of informal or unofficial 
control over their branch department 
managers. 


Formalizing Informal Organization 


If the branch department manager is to 
continue to be essentially an assistant to 
the parent store buyer, it may prove ad- 
vantageous to formalize this relation- 
ship. The parent store buyer would then 
become in essence a manager of a small 
metropolitan chain of specialty shops, di- 
rectly supervising their day-to-day opera- 
tions. While this would completely 
change both branch and branch-parent 
organization plans, its impact upon the 
personnel involved might not be serious. 
For example, the parent store merchan- 
dising organization would be formally 
recognized as a multistore operation. 
However, most of the functions incident 
to such recognition are already performed 
by the parent store merchandising organi- 
zation in those branch systems marked by 
a high degree of centralized control. 

All parent store merchandising officials 
would be given multistore responsibility. 
Each parent store buyer, for example, 
would be given the formal supervision of 
the branch department managers who 
handle his merchandise classifications, an 
organizational change which merely as- 
signs to the buyer the authority corre- 
sponding to the responsibility which he 
has already been given. In order to make 
this supervision more effective, parent 
stores with several branches may find it 
desirable to relieve the buyer and his as- 
sistant of routine floor responsibility in 
the downtown store, placing a depart- 
ment manager similar to those used in 


the branches in charge of this operation. 
This stratagem is already proving quite 
satisfactory in some of the larger branch 
systems. 

Where two or more buyers are inter- 
ested in the operations of the same branch 
store department, the present poorly de- 
fined organizational structure could be 
greatly simplified by assigning the branch 
department to a single buyer responsible 
for its operations. Ordinarily, this assign- 
ment would be determined by the rela- 
tive sales volume of the several merchan- 
dise classifications in a given branch 
department, but it could also take into 
consideration the managerial capabilities 
and interests of the several participating 
buyers. If more than one buyer has mer- 
chandise in a given branch department, 
it is likely that some friction will still be 
generated. This friction, however, should 
not prove to be any greater than that gen- 
erated among the various buyers repre- 
sented in, for example, a bath shop or 
ski shop in the parent store. Moreover, 
this friction will take place under the 
immediate supervision of a divisional 
merchandise manager and will not in- 
volve the branch department manager, 
whose lack of status and remoteness from 
the center of operations tend to make him 
at present a more or less helpless third 
party to such disputes. 

Under this plan, the branch manager's 
position, which is somewhat of an anom- 
aly under plans now generally used, will 
become that of a store superintendent 
over all nonselling activities. He will 
probably report directly to a vice presi- 
dent in charge of multistore opcration 
and control, under whose supervision will 
be grouped all major nonselling divisions 
for the several stores. 

It is difficult, of course, to evaluate with 
any degree of assurance the potential ef- 
fectiveness of an untried plan of organi- 
zation. Undoubtedly, this second proposal 
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for strengthening the organizational struc- 
ture of the branch system will tend to 
create some new problems for which a 
satisfactory solution must be found. For 
example, some workable plan must be de- 
vised to cocrdinate the merchandising 
activities of the various parent store buy- 
ers who are assigned departments within a 
given branch store. It is likely, however, 
that the responsibility for this coordina- 
tion can be placed upon the general and 
divisional merchandise managers, who al- 
ready perform many of these functions in 
some of the larger centrally controlled 
branch systems. Even making allowances 


for these difficulties, however, and for the 
fact that this proposal represents a rather 
marked departure from present suburban 
branch store practice, it appears to be the 
most promising solution to the organiza- 
tional weaknesses which have been high- 
lighted here. Whether or not this pro- 
posal will prove to be workable remains 
to be seen, but it appears to satisfy the 
basic criteria of good organization in that 
it summarizes realistically the actual 
working relationships existing between 
the various parent store and branch store 
executives and it provides a meaningful 
pattern for effective human relations. 


THE PROBLEM 


NE of the difficulties in marketing re- 
search is getting an adequate an- 

swer from the consumer to “why” ques- 
tions. A typical procedure is to use an 
open-end question such as: “Why do you 
prefer X brand of product?” Answers will 
usually relate to price, quality, conven- 
ience, and other general attributes. The 
interviewer may follow the question up 
with requests for further information by 
using phrases such as: ‘tell me more’’ or 
“what do you mean?” A great deal of the 
responsibility for the success of this type 
of interview depends upon the back- 
ground of the interviewer as well as his 
skill. Much time in general conversation 
may be needed to bring the respondent to 
the subject at hand. Picture Frustration 
and the Thematic Apperception Test are 
two projective techniques that may be 
used for obtaining answers to “why” ques- 
tions. It is the purpose of this paper to 
discuss their application to such problems. 


Picture Frustration (P.F.) 


P.F. as devised by Rosenzweig consists 
of 24 pictures of the cartoon variety.’ 
Each picture represents a different situa- 
tion; there is nocontinuity of ideas among 
the pictures. Two figures are included in 
each cartoon. Facial features and other 
individualizing characteristics are omitted 
in order to render the figures more neu- 
tral. One of the figures says something 
which is potentially frustrating to the 

*Saul Rosenzweig, Picture-Association 
Method and Its Application in a Study of Reactions 
to Frustration,” Journal of Personality, vol. 14, 
September 1945, Pp. $°23- 
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other. The speech balloon for the frus- 
trated person is left blank. The respond- 
ent is instructed to fill this in, using the 
very first words that come to his mind. 
Presumably he will project his own biases 
into the situation. 


Thematic Apperception Test (T.A.T.) 

The Thematic Apperception Test, de- 
veloped by Henry A. Murray, consists of 
20 cards on which are printed pictures 
carefully selected from magazine illus- 
trations, paintings, drawings, and other 
art sources.? The respondent is asked to 
make up a story around each picture, tell- 
ing what events led up to the situation, 
what the outcome will be, and describing 
the thoughts, feelings, or personalities of 
the characters.* 


P.F. AND T.A.T. IN 
MARKETING RESEARCH 


Although the original P.F. and T.A.T. 
situations illustrated were potentially 
frustrating to the respondent, pictures in 
marketing research do not necessarily 
have to be designed about a frustrating 
situation. The respondent may have to 
resolve a problem or make a decision. The 
important aspect of the P.F. technique is 
to get the respondent to project himself 
into the situation, revealing his attitude 
toward the situation by talking about the 
character in the picture. Examples in this 
paper illustrate the use of the technique. 

*Henry A. Murray, Explorations in Personality 
(New York: Oxford University Press, 1938). 

*Examples of T.A.T. and P.F. are given by 
George Horsely Smith, Motivation Research in Ad- 


vertising and Marketing (New York: McGraw-Hill 
Book Co., Inc., 1955). 
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Designing P.F. and T.A.T. Situations 


Before a P.F. or T.A.T. situation can 
be designed, a series of depth interviews 
should be made in the field to get the feel 
of the problem. It is then possible to de- 
velop problem areas about which pictures 
may be created. In designing picture sit- 
uations, there should be consultation with 
a person trained in social research. An 
artist may then be used to draw the situa- 
tion, using cartoon style. The characters 
should be done without definite expres- 
sions and should not be ludicrous, since 
the respondent must project himself into 
the situation. The use of multilith stencils 
permits the artist to use a free form and 
to make corrections easily. 

After the picture is drawn, it must be 
tested in the field. Several interviews 
should be made to determine whether the 
responses elicited are related to the sub- 
ject being studied. For example, two of 
the pictures which were originally de- 
signed for the Chamber of Commerce sur- 
vey discussed below had to be revised after 
testing was done. One picture situation 
that showed a man and woman ata restau- 
rant eating was discarded because the pic- 
ture of the man holding a glass of wine 
while talking proved to be socially offen- 
sive to the respondents. Another picture 
showed a woman talking on the tele- 
phone. She said, “I am going to X City 
tomorrow. 
such a wide range of subjects that the pic- 
ture was found to be unsuitable. 

In using the pictures, the interviewer 
should hand the pictures one at a time to 
the respondent. The interviewer should 
read the statement in the balloon and then 
ask, “what does the other woman say?” In 
general, the respondents may find the 
first picture strange and the interviewer 
may have to repeat the procedure and re- 
assure the respondent that there is no 
“correct” answer. Once a response is ob- 


.. The responses covered 


tained to the first picture, there is usually 
no problem in getting responses to the 
other pictures. It is most important that 
the interviewer suggest no possibilities to 
the respondent; the responses must be 
the things which come to the respond- 
ent’s mind. 

The revised pictures should be tested 
again and corrected until they are satis- 
factory in producing the type of informa- 
tion that relates to the situation being 
studied. 


Sampling Technique 


In all surveys where T.A.T. or P.F. pic- 
tures were used, either a stratified or ran- 
dom sample was used. In the Chamber of 
Commerce survey, the Politz not-at-home 
technique was used to save time on call 
backs. The answers to projective ques- 
tions are subject to the normal sampling 
errors, assuming that random selection is 
in fact achieved. Usually, only a few indi- 
viduals do not respond to the P.F. or 
T.A.T. technique. In the Chamber of 
Commerce survey, only two of the four 
hundred persons interviewed failed to re- 
spond to the picture technique. A reduc- 
tion of sample size of this magnitude is 
insignificant. All the rules of good sam- 
pling procedure should be followed in 
the field work. No interviewer should 
have the opportunity to select the house 
or person he will interview. 


Tabulation 


The simplest way to tabulate responses 
from a picture interview is to have all the 
responses typed on cards appropriate to 
the dimensions of the responses. ‘This fa- 
cilitates reading the material and makes 
it easier to group it into logical categories, 
In grouping the responses, it is important 
to classify references made to any sub- 
ject area pertinent to the survey. For ex- 
ample, a response might be: “I like to get 
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good bargains downtown, but I do dislike 
the crowds.” Two specific references are 
made: one to the fact that this person 
likes bargains (there might be another 
group that dislikes bargains); the second 
reference is to the fact that he dislikes 
crowds (there might be another group 
that likes crowds). In general, a definite 
pattern of responses develops. 


Analysis Based on Pictures 


Although the pictures may lead to cer- 
tain hypotheses, the hypotheses must be 
related to the results of other questions 
in the questionnaire. The pictures will 
give a finer qualitative interpretation to 
the other questions. Pictures may be used 
with such other devices as sentence com- 


pletion, open-end questions, and word 
association. 


CASE HISTORIES 
1. A Grocery Store 

A grocery store was experiencing a de- 
cline in sales. The front of the store was 
modernized, a cooler for vegetables was 
installed, and the premises were made 
neat and clean. However, the sales de- 
cline persisted. On the basis of discus- 
sions with management, depth inter- 
views, and observations made in the store, 
the areas to be explored were decided 
upon, 

One of the areas was the importance of 
prices to the consumer in his selection of 
a grocery store. The picture that was ulti- 
mately designed showed a woman sitting 
at a table drinking coffee with her neigh- 
bor. One woman said: “Well, I feel I 
have to buy food where the price is lower 
—that's the main thing as far as I'm con- 
cerned.” The other woman answered: 
“Art and I agree that I should shop 
where . . .” The respondent was asked 
to supply the rest of the statement. 

The second cartoon was concerned 


with the purchase of fruits and vegetables; 
the third, with the influence on the con- 
sumer of a remodeled store. The fourth 
was concerned with buying motives for 
meat. The fifth was concerned with the 
attitude toward shopping in more than 
one store for food. The seventh picture 
used the T.A.T. technique. The respond- 
ent was shown a sketch of an interior of 
a grocery store and was asked to tell a 
story about the picture. 

As an example of method of tabulation, 
the picture concerned with price may be 
used. Most of the responses to this pic- 
ture made references to the fact that they 
preferred both a good price and quality 
merchandise. Here are two typical re- 
marks illustrating this category: 


“Best quality for your money . . . although 
I don’t think a bargain is a bargain lots of 
times .. . if I have to throw it out it’s no 
bargain . . . it must be edible.” 


“. . . get it by brand and where quality and 
price are reasonable . . . you pay a price 
for quality.” 


The second largest group of responses 
related to quality of merchandise only. 
They said: 


“I shop where I get better quality . . . I'd 
rather pay a bit more and get good stuff.” 


“Well, I buy even if it is a little higher if we 
like it. We have our kinds that we like best.” 


Slightly below this group was a group 
which indicated that price was important. 
Here are typical responses made in this 
group: 


. where the price is lowest. I believe 
United prices are lowest . . . big concern 
and can afford to have lower prices.” 


. where the food is cheapest.” 


Other subjects mentioned related to 
the following areas: similarity of prices 
in all stores, cleanliness of the store, 
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convenience of parking, variety of food 
sold, local loyalty, and reciprocity among 
tradesmen. 

A tabulation was run on each subject 
mentioned as well as the number of times 
a specific store was mentioned. The tabu- 
lation showed that the store which had 
the highest number of sales was men- 
tioned positively most frequently. 

The analysis of all the pictures in com- 
bination with the other questions pro- 
duced a definite pattern. It was discov- 
ered that the most important reason for 
the selection of a grocery store was the 
reputation it had for quality of meat sold. 
The store having the leading sales also 
led in the impression that it carried the 
highest quality meat. The store under 
investigation had a bad reputation in 
regard to the meat it sold. The following 
typical remarks were made about it: 


“Meat at X needs to be improved consid- 
erably. X has a bad name because of their 
(sic) meat department.” 


. shopped at X because of their meat 
. then stopped because meat went down 
in quality.” 


Investigation into company policy 
when the store was opened showed that 
the store did sell meat of a variable qual- 
ity. Thus, the first impression on the cus- 
tomers in the area was a bad one. The cus- 
tomers who were lost did not know that 
the store sold high-quality meat. As a re- 
sult of the survey, the store management 
decided that the consumers must be in- 
formed of the fact that they carried high- 
quality meat. This meant promotion in 
the newspaper and in the store windows. 

Another discovery made was that the 
people living in the area objected to the 
store’s advertising because it looked like 
the ads used by the chain's city stores. The 
ads were individualized to meet this criti- 
cism. The arrangement of stock was 


changed because of the survey's findings 
that the respondents objected to crowded 
aisles which they associated with the store. 
After the changes were made, the store 
showed an increase in sales. 


II, Milk Company 


A milk company president felt that 
the people of the city had a very unfav- 
orable attitude toward his company. His 
information came to him from his sales 
force who reported that they could not 
compete successfully because their milk 
was thought to be low in butterfat and 
unclean. The president was planning a 
major change in company policy. He was 
not certain that the unfavorable attitude 
existed and how it might influence the 
new policy. A survey was taken to de- 
termine the attitude of the people toward 
the milk company. 

After depth interviewing and testing 
picture situations, the following picture 
situations were used: 


1. Scene: Two women sitting in a living 
room. 
First woman: “Our Junior insists we get 
the milk that is advertised to make him 
strong.” 
Second woman: (Balloon was left blank). 
z. Scene: T'wo women talking over the back- 
yard fence. 
First woman: “Mrs. Jones just changed 
milk companies. Are you going to change 
too?” 
Second woman: (Balloon is left blank). 
3. T'wo women with baby carriages meet on 
the street. 
First woman: “We buy the milk that’s 
cheapest because every penny counts 
when you have a family.” 
Second woman: (Balloon is left blank). 
4. Scene: Two women in a grocery store. 
One is pushing a cart. The other is bend- 
ing over a large refrigerated case. 
First woman. “Would you get me a bottle 
of milk while you're bending down—any 
brand—they're all the same.” 
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Second woman: (Balloon is left blank). 

. Scene: Two women in a kitchen. 
First woman: “My, this milk tastes good! 
Which company do you buy from?” 
Second woman: “ company be- 
cause 

. Scene: A milkman delivering a bottle of 
milk to a housewife. 
Milkman: “Welcome to our neighbor- 
hood! I hope you'll be a customer for our 
milk because 


As an example of the analysis, the re- 
sponses to the first picture may be used. 
The picture tested the importance of chil- 
dren's choice in the selection of a brand 
of milk used. It was found that the moth- 
ers were equally divided in the matter. 
Those who were influenced by their chil- 
dren said: 


“. . , Junior insists we get milk from that 
nice man who wears the cowboy hat with 
his uniform.” 


“. . . My boy does too, He saw an ad of 
Hopalong Cassidy and decided he wanted 
to be big and strong like him. . .” 


“My son insists on A.E. because he belongs 
to the Kiddie Klub on the radio every morn- 
ing...” 


Most of the responses to the picture re- 
lated to the quality of milk and the fact 
that there was no difference in quality 
among various milk companies. To use 
the words of a respondent: 


“All milk is processed under the same state 
laws so one isn’t much better than the other 


The main conclusion of this survey was 
that the milk company did not have an 
unfavorable reputation in the minds of 
the respondents. On the basis of this find- 
ing, the company launched a new pricing 
policy and has been very successful with 
it. 


Ill. Chamber of Commerce 


The Chamber of Commerce was inter- 
ested in finding out how the merchants of 
the city might improve their services to 
the consumers coming in from outside of 
the city. 

The following picture situations were 
developed after depth interviews and 
tests: 


1. Scene: Two women: sitting in the 
kitchen drinking coffee. 

First woman: “Ed’s organization is hav- 
ing a convention in X City and I can’t 
make up my mind whether or not to go 
along.” 

Second woman: “When Henry's organi- 
zation meets, I. . .” 

. Scene: Two women are shown on a 
street with baby carriages in front of 
them. 

First woman: “The last time I shopped 
in X City the clerk who waited on me 


. Scene: Large room suggesting church 
basement where two women were set- 
ting a long table. 

First woman: “Mary, you'll have to 
come over and see the bargains I got in 
X City!” 

Second woman: “When I go to X City 


. Scene: Two women standing in front of 
the Art Center. 

First woman: “This is my first visit to 
the Art Center. I’m planning to take up 
sketching here.” 

Second woman: “I'm glad you can do it. 
For me the cultural opportunities in X 
City...” 

. Scene: A man and a woman standing in 
front of a furniture store. 

Man: “Grace, now that we're in X City 
what about stopping in here?” 
Woman: (Balloon left blank). 

. Scene: Two women standing in a gro- 
cery store in front of their grocery carts. 
First woman: “Mrs. Jones told me she’s 
not going to buy at our local dress shop 
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any more because she knows the clerks 

too well.” 

Second woman; (Balloon left blank). 

7. Scene: Two women talking over the 
back fence. 

First woman: “You know that stuff I 
bought in X City. I don’t think it’s ex- 
actly what I want.” 

Second woman: (Balloon left blank). 

8. Scene: A man and woman seated in 
front of the television set in their home. 
Woman: “I see there are some big shows 
coming to X City, honey—Pajama 
Game, Martin & Lewis, the Sports Mo- 
tor Cavalcade. What do you say—shall 
we go to X City?” 

Man: (Balloon left blank). 

g. Scene: Women seated around a card 
table in a home. 

First woman: “I went to that store in X 
City. The right people shop there.” 
Second woman: “I like to shop . . .” 

10. Scene: Two women standing in front of 

a post office which looks like a small- 

town post office. 

First woman: “I was looking for a gift 

for Ethel and Harry, but I can’t seem to 

find the right thing.” 

Second woman: “The shops in X City 


11. Scene: A woman is shown in a car near 
a sign along the road which says “X 
City—10 miles.” 

Interviewer: ‘Tell me a story about this 
picture.” 

iz. Scene: A department store interior 
showing a crowd around a table with 
the word “sale” above it. 

Interviewer: “Tell me a story about this 
picture.” 


An analysis of the picture for Scene 11, 
showing a woman in a car near a sign 
along the road which said “X City—10 
miles,” used the T.A.T. technique. Most 
of the respondents had an immediate re- 
action that they would be happy to be that 
close to their destination. 

Here are some of their comments: 


“She is happy the ride’s over . . . relieved 
to get there . . . tired,” 
“Oh boy, only ten more miles... I can 


hardly wait.” 


“I'd be tickled if I was just ten miles from X 
City. I'd soon be there.” 


“I sure am glad to get there . . . hope to 
get a good place to park. Turn me loose 
there; | won't want to go anywhere else.” 


From these remarks, it is apparent that 
most of the respondents traveled a dis- 
tance greater than ten miles and that the 
drive is a chore. 

Some of the people responded with re- 
marks showing apprehension about city 
traffic. They said: 


“This is where I start getting lost . . .” 


“I’m more conscious of the traffic. Roads 


are very bad in X City . . .” 


Some of the answers related to things 
that people come to X City to do. The one 
mentioned most frequently was shopping. 
Statements such as the following were 
common: 


“The girl is evidently shopping-bent and 
happy to be near X City.” 
Other remarks related to the food they 


would have and where they would meet 
or eat. For example: 


“I think of where we are going to eat when 
we get there.” 


“She says let's all meet at Younkers for 
lunch . . . it’s been a long way.” 


“. . . T want to go to the Utica but we'll all 
meet at the bus depot at four o'clock.” 


SUMMARY AND CONCLUSION 


The theory of P.F. and T.A.T. is to get 
the respondent to project himself into a 
situation that calls for some type of deci- 
sion. In P.F. the respondent is led into 
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the situation by copy in a balloon over 
one of the characters in the picture. In 
‘L.A.T. the respondent is asked to tell a 
story about the picture. In both cases the 
interviewee projects himself into the sit- 
uation and tells how he feels about it. 

Although the picture responses may 
lead to conclusions, it is important to re- 
late the conclusion to the results of the 
objective questions in the questionnaire. 
The pictures may give a finer qualitative 
interpretation of the objective questions 
or they may explain material found in 
other parts of the questionnaire where 
sentence completion, word association, 
etc., may be used, As noted, standard mar- 
keting research practices must be used 
with P.F. and T.A.T. pictures. The pic- 
tures should be designed after a series of 
depth interviews have been held. 

As few as three pictures and as many as 
twelve may be used. When there is a 
lengthy questionnaire, the number of pic- 
tures should be reduced. The picture 
changes the tempo of the interview and 
restimulates responses to a subject in a 
different way. Questionnaires using pic- 
tures have lasted as long as an hour and as 
little as twenty minutes. 

The sample size in the examples given 
above varied from 94 to 400 interviews. 
The size of the sample depends upon the 
universe to be surveyed, the degree of 
stratification, and the maximum error 
that could be allowed. Generally, when 
dealing with qualitative attributes, al- 
lowance must be made for the type of 
error implicit in the method. However, 
there is often a strong concentration of re- 
sponses in a particular subject area. In 
general, the responses tend to follow a 
pattern where extremes are expressed by a 
few, and most respondents express atti- 
tudes between the extreme poles. 

Instructions must be given to the in- 
terviewer regarding interviewing pro- 
cedure. Interviewers may then do sample 


interviews among each other during the 
training session. 

Ehle cites the following advantages of 
the cartoons:* 


1. Interviewees seemed to enjoy working 
with pictures; rapport was facilitated. 

2. Pictures were found to break the ice for 
difficult or irritating items. 

. The pictures may substitute for written 
questions in cases where respondents find 
it difficult to talk about their attitudes 
toward figures, their personal involve- 
ments, self-derogatory attitudes, and the 
like. 

. Finally, pictures of the projective variety 
may yield more information than can be 
gotten by direct questioning. 


Neither T.A.T. nor P.F. eliminates the 
responsibility of the marketing research 
analyst to find the relationships of the 
data he has and to draw valid inferences. 
All the biases that might occur in the 
sample, the questionnaire, the inter- 
viewer, and the analyst are present—and 
perhaps to a greater degree than in 
straight quantitative analysis. However 
the use of pictures is valid and often en- 
hances the effectiveness of other tech- 
niques in getting consumer motivation. 

*Emily L. Ehle, “Techniques for Study of Lead- 


ership,” Public Opinion Quarterly, vol. 13, Summer 
1949, PP. 
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T is the purpose of this article to explore, 
I at least tentatively, the major factors 
that influence the selection of, or the pref- 
erence for, one newspaper instead of an- 
other published in the same city for general 
(or national) advertising of grocery prod- 
ucts.! 

Our data are based on newspapers pub- 
lished in cities with one principal morning 
and one principal evening daily, not sold in 
combination, with linage reported by Media 
Records. The 20 cities given in Table II 
meet these criteria. Grocery linage, as de- 
fined by Media Records, includes baking 
products, beverages, cereals and breakfast 
foods, condiments, dairy products, disinfec- 
tants and exterminators, laundry soaps and 
cleansers, meats, fish, poultry, and miscel- 
laneous groceries. 

We shall refer to the Media Records data 
as grocery products linage to distinguish it 
clearly from grocers (food store) linage, 
the first being advertising of brands by man- 
ufacturers and wholesalers at the general 
rate and the second being advertising of 
food stores at the retail rate. 

The grocery products advertiser or his ad- 
vertising agency, in the process of selecting 
one of two newspapers published in a given 
city or in allocating linage between the two, 
may be influenced by a number of factors: 
circulation, sales effort, research and promo- 
tion, retailer preference, advertising rates, 


* This study is part of a continuing research pro- 
gram at the Richmond Times-Dispatch and News 
Leader, in which econometric and statistical methods 
are being used to explore the structure of media 
and market decisions in advertising. 


SELECTION OF NEWSPAPERS FOR GROCERY 
PRODUCTS ADVERTISING 


qualitative elements of circulation, and the 
like. We shall consider two factors which 
may be measured with some precision: (1) 
circulation superiority of one newspaper 
over the other and (2) retailer preference as 
measured by the allocation of food store 
linage between the two. 

Multiple regression analysis reveals a 
fairly close relationship between the alloca- 
tion of grocery products linage and these two 
variables. Derived by the method of least 
squares, from data for the newspaper lead- 
ing in grocery products linage in each city, 
the regression equation is: 


X, = —8.15 + X, 418 


where X, is grocery products linage, X, is 
circulation, and Xz, is retail food store lin- 
age, expressed in each instance as a per cent 
of the total for both newspapers published 
in the given city.? The relationship is sum- 
marized is Table I. 

With retailer preference remaining con- 
stant, a gain of 10 percentage points in the 
circulation ratio tends to produce a gain of 
8.9 percentage points in the share of gro- 
cery products linage. Or, with the circula- 
tion ratio constant, a gain of 10 percentage 
points in retailer preference tends to pro- 
duce a gain of 4.2 percentage points in the 
share of grocery products linage. 

Table I shows the predicted share of 
grocery products linage for the newspaper 

*The coefficient of multiple correlation is 86, 
and the standard error of estimate is 7.2 percentage 
points. Net regression coefficients and their standard 


errors: by. == 895 .219 and by, = 418 .156. 
Beta coefficients: B,,— 58 and By, = 98. 
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Tasiz I 


Prepicrep SHare or Grocery Propucts LINACE IN THE Newsparer LEADING IN SUCH LINAGE 
in A Two-Day Crry 


a Per cent of combined retail food store linage 
circulation 50 55 60 65 70 75 80 85 
ee “Per cent of grocery products linage 


65.9 


leading in such linage. Even when this news- 
paper is equal to its competitor in both 
circulation and retail food store linage, our 
equation predicts that it will get 57.5 per 
cent of the grocery products linage. 

This plus of 7.5, percentage points appar- 
ently measures the advantage that accrues to 
the newspaper in dominant linage position, 
simply because of that position. As such, it 
presumably reflects the tendency on the part 
of grocery products advertisers to follow the 
leader and do what most other advertisers 
of the same type are doing. 

Statistical evidence on this point, how- 


Taste Il 


ever, is somewhat ambiguous. Of the 20 pa- 
pers that lead in grocery products linage in 
their city, 16 are evening papers. Thus, some 
part of the advantage that our regression 
analysis assigns to leadership position may 
reflect instead an advertiser preference for 
evening papers. No precise answer can be 
given because the statistical ambiguity is 
inherent in the basic data. 

Analysis shows no significant correlation 
between the relative advertising rate 
charged by a given newspaper, compared 
with its competitor, and the relative linage 
position of the newspaper, measured by its 


Actuat Versus Prepicrep SHARE OF Grocery Propucts Linacre 


FOR THE LEADING Newspaper IN Twenty Cities, 1953 


Per cent of grocery products linage 


City paper Type* Expected Actual Difference 
Times E 73 87 14 
Times E 72 #4 12 
serene’ News Sentinel E 64 73 9 
Evening Times E 83 91 
Binghamton Press E 91 95 4 
59909 News E 77 81 4 
coce Post E 75 78 8 
Dallas ...... Times-Herald E 57 59 2 
acksonville Times-Union M 79 80 1 
dees Observer M 74 75 1 
Grand Rapids .............++ Press E 90 90 0 
Ark. Democrat E 55 54 | 
Herald M 79 76 4 -3 
New Haven Register E 98 95 
Milwaukee ..... E 84 80 
Sacramento E 97 89 
Philadelphia Bulletin E 62 54 —8 
SO” Pe Post Dispatch E 79 70 ~9 
Oregonian M 61 51 —10 
Times E 66 54 —12 


* E represents evening paper; M represents morning paper. 
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eae a 575 59.6 61.7 63.8 || 67.9 70.0 72.1 
620 64.1 662 682 703 725 45 766 
60 .....| 664 685 706 727 748 769 790 81.1 
754 775 796 81.7 838 858 879 900 
75 .....1 | 799 820 84.0 86.1 882 93 924 145 
40... | 864 885 906 927 990 
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ratio of actual food products linage to that 
predicted by our equation. 

We find, therefore, that circulation supe- 
riority and retailer preference are the major 
factors in media decisions involving the al- 
location of grocery products linage between 
two newspapers in the same city. These two 
factors account for about 73 per cent of the 
variance in actual distribution of linage 
between competitive newspapers in our 
sample. 

Table II shows the actual share of gro- 
cery products linage obtained by each news- 


EWSPAPER split-run tests have been used 
N extensively to test different copy treat- 
ments. Adequate information regarding the 
results of these tests in individual newspa- 
pers, however, is not available. Therefore, 
the following questions have particular sig- 
nificance: “How shall I choose a paper in 
which to place a test?” and “How much 
need I spend?” 

Basic to the proper selection of one or 
more newspapers is the knowledge in ad- 
vance that the total returns from inquiries 
to both parts of the split-run (where meas- 
urement is made on the basis of responses to 
coupons or buried offers placed in the text) 
will be large enough to permit a valid de- 
cision regarding the tested copy. Large met- 
ropolitan dailies, by virtue of their tremen- 
dous circulation, unquestionably represent 
safe placements for split-run tests. But lin- 
age costs are such that economies can be 
effected by conducting tests in papers with 
smaller circulations and lower rates. How- 
ever, indiscriminate placement of split-run 
tests in newspapers of lower circulation 
(especially small-sized advertisements) can 
result in too few returns for a valid decision. 

Known factors (aside from the specific 
copy treatments involved) can affect the 
number of total returns: the size of the audi- 


SELECTION OF NEWSPAPERS FOR 
SPLIT-RUN TESTS 


paper, compared with the share which 
would be expected on the basis of circula- 
tion superiority and retailer preference. 
While no definitive answer can be given, 
without the equivalent of a case study in 
each city, it would appear not unlikely that 
these differences between actual and ex- 
pected distribution of grocery products lin- 
age are attributable more to chance than 
anything else. 


ALAN DONNAHOE 
Richmond (Va.) Times-Dispatch 
and News Leader 


ence reached, as reflected by newspaper cir- 
culation; the appeal of the product, which 
affects the size of the interested market; and 
the size of the advertisement itself, which 
governs the attention received. In order to 
relate these factors, to rule out the possibil- 
ity of misplaced tests, and also to allow for 
economies resulting from placements in pa- 
pers below 500,000 circulation, an analysis 
was made of an extensive, daily, ROP split- 
run campaign for a laxative during the fall 
of 1954. 

Printers’ Ink lists 73 newspapers in areas 
where city-zone populations exceed 250,000 
which make provision for daily, ROP split- 
runs.! Some have minimum linage require- 
ments, but 53 papers are willing to accept 
tests of advertisements of g00 lines or less. In 
addition to these 73 papers, there are many 
which offer split-run facilities in areas where 
city-zone populations are less than 250,000. 
In the tests under discussion, placements of 
goo-line split-run tests were made in 97 
newspapers across the country. Twenty-six 
of these papers were found within the larger 
market areas, and eleven were drawn from 
city-zone populations of less than 250,000, 

* Printers’ Ink Advertisers’ Annual, 1955 Number, 


Printers’ Ink Publishing Company, October 2g, 1954, 
p. 1g). 


272 


THE JOURNAL OF MARKETING 


Eliminated from consideration were papers 
whose circulations exceeded 500,000. Al- 
though not all split-run tests were identical, 
there was considerable consistency in the 
_ testing. All tests were of 300-line advertise- 
ments for a single product, a laxative. All 
testing was done during the period October 
25, to December 8, 1954. 

Simple correlation computations were 
made covering the total number of inquiry 
returns from both parts of the split run for 
each paper. Where more than one test was 
conducted in a newspaper, the average num- 
ber of total returns was computed to repre- 
sent the individual newspaper's perform- 
ance. A minimum of 50 total returns was 
considered adequate, although greater sta- 
tistical validity would have resulted from a 
higher number of returns. 

Practical as well as statistical considera- 
tions governed the selection of this number. 
At 50 returns, a preference break of 70-30 
per cent is required at the .o1 level of signifi- 
cance. To maintain the same significance 
level, fewer total returns require more de- 
cided preferences regarding the two pieces 
of tested copy. (At 40 total returns, a 73-27 
per cent break is required; at go returns, a 
75°25 per cent relationship is needed; etc.) 
Observed preference percentages from nu- 
merous split-run tests, regardless of the total 
on which percentages were computed, 
showed that reactions over the 70 per cent 
level represented an exceedingly rare oc- 
currence, and that marked preferences were 
more apt to occur in the vicinity of a 60-40 
per cent split. Since total returns depend 
upon the size of the audience reached, while 
preference relationships represent the na- 
ture of the copy test itself, fewer than 50 
returns were ruled out because they imposed 
unnecessarily high preference requirements 
for significance. 

Correlation computations (Figure 1) 
demonstrated that if a minimum of 50 re- 
turns were desired, papers of less than 290,- 
000 circulation generally were inadequate 
for testing go0o-line laxative advertisements. 
Above this circulation, depending upon the 
funds available and the level of reliability 


Ficure | 


ToraL ReTurns 300-Line Spiir-RuN 
ADVERTISEMENTS FOR A LAXATIVE IN 37 NEWSPAPERS 
TOTAL 
RETURNS 


Y = 17.5 K .00014X 


MINIMUM 
LEVEL oF 
RETURNS 


CIRCULATION OF NEWSPAPER 


desired, a choice could be made among 
papers of varying circulation. 

In 11 of the 37 papers in which split-run 
tests were conducted, subsequent advertis- 
ing for the laxative appeared. Each paper 
carried one 1000-line advertisement and 
several 100-line advertisements. These ad- 
vertisements made the same sample offer 
which had appeared in the split-run copy. 
The response to couponing was tabulated, 
and simple correlation techniques were ap- 
plied to develop estimating equations for 
the 1000- and 100-line regular insertions 
in comparison to the goo-line split-run tests. 
These comparisons could be made, since the 
total returns to both halves of the split-run 
tests were comparable to the returns for 
regular advertising where one advertise- 
ment appeared throughout the complete 
edition of the paper. The results clearly in- 
dicated (Figure 2) that assuming a minimum 
of 50 returns 1000-line laxative advertise- 
ments could be tested above 70,000 circula- 
tion, whereas 100-line advertisements re- 
quired papers with over 500,000 circulation. 
Results of the goo-line tests in the 11 papers 
closely duplicated those observed in the 37 
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Ficure 2 


Torat Returns From 1000-, $00-, AND 100-LINE 


LEVEL 
OF RETURNS 


ADVERTISEMENTS FOR A LAXATIVE IN 11 NEWSPAPERS 


WO lines 
454 % 


100 lines 
A 


200,000) 


ATION OF 
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papers. A minimum circulation of 270,000 
was indicated. 

Gencralizations regarding other products 
were possible after considering the relative 
performance of a 300-line laxative test com- 
pared to split-run tests for other products. 
All tests were conducted in a single news- 
paper, the New York Daily Mirror. This 
analysis showed that the laxative advertise- 
ment, representing a larger space purchase 
than that used for other products, brought 
fewer total returns than the majority of the 
products for which split-run data were avail- 
able. In computing the “average total re- 
turn” (Table 1) for individual products, re- 


soo 000 400,000 


sults were taken from as many tests for each 
product as could be found for advertise- 
ments of the same size. This was done so that 
differences in copy or layout treatments 
would not be a major factor influencing the 
response. By taking the average of several 
tests, each of which involved two different 
advertisements, the effects of extremely high 
total returns from strong advertisements or 
extremely low total returns from weak ad- 
vertisements were ruled out. For some 
products, data from only one test were avail- 
able. 

‘Tabulations of the coupon response from 
the 11 papers where laxative advertisements 
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Tasiz I 


Totat Returns From Speiit-Run Tests CONDUCTED IN 
Tue New York DaiI_y Mirror 


Size of 
advertisements 
tested 


number of lines 


Product 


analyzed 


Number 


of Aver 


Largest 
tests 


tota total 
return return 


Smallest 
total 


Sham 

adhesive 
Headache remedy 
Laxative 

Kiddie wading poo! 
Back plaster 
Canned food 

Foot powder 
Depilatory 


* Information not available 


of all three sizes appeared (Table I1) showed 
that the number of inquiries increased with 
the size of the advertisement, although not 
necessarily in direct relationship to the in- 
crease in the size of space. It may be argued, 
therefore, that if a smaller sized laxative ad- 
vertisement had been used on the split-run 
test in the Mirror—one more closely approx- 
imating the size of space used in testing the 
other products shown in Table I—the laxa- 
tive would have ranked even lower in the 
relative rating scale. Thus, split-run returns 
for the laxative advertisements may be used 
as a “base” from which to estimate the re- 
sults for other products, since the returns 
for many products at all circulations may 
well exceed those found for the laxative. 
The results of this analysis may be useful 
to advertisers wishing to place split-run tests 
and may facilitate the selection of the mini- 


86 
234 
189 


487 
600 


mum circulation level required for the de- 
sired number of returns. The significance 
requirements of advertisers and the mini- 
mum linage requirements imposed by 
papers at a particular circulation level will 
govern the final choice of newspapers for the 
tests. One further step can be taken which 
conceivably could insure the highest pos- 
sible returns at the lowest circulation and 
lowest cost. If the range of papers available 
at the selected circulation level permits 
placement in an area of better than average 
sales strength for the specific product, this 
could provide a greater number of returns 
than would normally result from place- 
ments in areas of lesser sales potential. 


EvetyN WALDMAN 
Grey Advertising Agency 
New York City 
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COMPARISON OF COUPON RETURNS FROM 
LAXATIVE ADVERTISEMENTS OF VARYING SIZES 


Average 
returns 
100 lines 


Newspaper 


Circulation Number 


300 lines 


Average 
returns 
1000 lines 


Times greater 
than 100 lines 


Times greater 
than 300 lines 


Below 100,000 

100,000-199,999 
200,000-299 999 
$00,000-399,999 
400,000--500,000 
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return 
200 71 55 
50 146 63 
120 184 180 
300 193 
154 $36 | 219 
100 340 225 
+ 108 455 
170 515 
150 876 
Average 
returns 
16 30 19 180 11.3 
21 44 2.1 173 8.2 / 
41 100 24 $95 96 
36 75 2.1 $26 9.1 
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MERCHANDISE CLASSIFICATION AND THE 
COMMODITY APPROACH ' 


ISTORICALLY, physical scientists have 

devoted very considerable efforts to 
the development of taxonomical schemes, 
that is, systems for the classification of the 
material being studied. Even today, there 
must be many elementary students of 
geology and of botany, for example, who 
have the impression that such sciences are 
solely matters of taxonomy. On the con- 
trary, marketing students have paid rela- 
tively little attention to the classification of 
the merchandise involved in the marketing 
process. Moreover, the attention given to 
this activity has seemed to decline as the 
study of marketing has progressed. The 
early textbook writers devoted a consider- 
able portion of their relatively few pages to 
these problems, while the authors of the 
modern five to eight hundred-page texts 
often seem content with a comparatively 
short section reproducing portions of Cope- 
land’s famous analysis of convenience, shop- 
ping, and speciality goods. A recent survey 
of collegiate work in marketing indicates 
that the commodity approach receives little 
attention in most basic courses.” 

The shift away from commodity classif- 
cation has many healthy aspects. Modern 
students of marketing find themselves hold- 
ing a position similar to that advanced by 
John R. Commons. Commons argued that 
the subject matter of economic life is not 
goods and services but, rather, changes in 
the relationships grouped around such 
goods and services. The emphasis is, and 
should be, on processes rather than on one 
static element within the process. A similar 
position was maintained by Veblen, who 
also pointed out that biology did not de- 


*The author wishes to acknowledge his indebt- 
edness to Professor Reavis Cox for comments on an 
early draft of this note. 

* Eugene J. Torchia, “A Summary of a Survey Con 
cerning the Organization of Basic Undergraduate 
Marketing Courses in Institutions of Higher Educa- 
tion in the United States,” mimeo, University of 
Dayton, 1955. 


velop as a really useful science until, tran- 
scending mere classification, it turned to 
questions of behavior.* 

Besides its intellectual limitations, the 
commodity approach, as usually presented, 
has proven to be very poor pedagogical de- 
vice. The average three semester-hour intro- 
ductory marketing course simply does not 
provide time for the repetitious tracing of 
innumerable items from source to final con- 
sumer. Consequently, the classifications pre- 
sented in marketing courses have usually 
been concerned with the distinctions and 
similarities between categories of operating 
firms, such as agent and merchant middle- 
men, rather than with the distinctions and 
similarities between commodities. 

Nevertheless, there are day-to-day operat- 
ing problems in marketing that require the 
establishment of commodity classifications, 
and there are analytical possibilities in such 
classification that do warrant increased at- 
tention to taxonomy. The function of this 
note is to hint at such problems and possi- 
bilities. 

Many of the operating problems requir- 
ing classification of merchandise arise from 
a need to determine areas of jurisdiction 
and responsibility in the administration and 
control of marketing programs. This is true 
both within the framework of the business 
enterprise and in the larger area of social 
control. 

The marketing activities of many firms 
are organized along commodity lines. Some 
multiproduct manufacturers, for example, 
maintain separate sales forces to sell the 
different products or product groups pro- 
duced by the firm. The prime examples of 
commodity-based organizational techniques 


* See Allan G. Gruchy, Modern Economic Thought 
—The American Contribution (New York: Prentice- 
Hall, Inc., 1947), and Thorstein B. Veblen, “Why 
Economics Is Not an Evolutionary Science” in The 
Place of Science in Modern Civilization (New York: 
The Viking Press, 1932). 
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are to be found in departmentalized whole- 
sale and retail establishments, especially de- 
partment stores, where each buyer is 
charged with responsibility for the purchase 
and often the sale of particular commodity 
groups. But the determination of just what 
items fall within each group is usually a 
tricky question. One item may be appro- 
priate to the hardware, housefurnishings, 
and giftware departments; another may fit 
equally well in the sportswear, accessories, 
and ready-to-wear departments. 

One, not uncommon, solution to such 
problems is to allow the same item to be sold 
in several departments. This solution has 
obvious limitations. Management cannot 
permit cach department to reach out and 
ultimately embrace the total merchandise 
offerings of the store. Consequently, limits 
have to be drawn somewhere, even though 
the establishment and administration of 
such limits invariably involves friction and 
jurisdictional squabbles, Within the enter- 
prise, such problems do get solved because 
of the ability of the people involved to com- 
promise their differences and, more impor- 
tantly because of the power of management 
to compromise such differences without re- 
course and on an ad hoc basis. 

The extent to which such ad hoc decisions 
on the part of management differ from one 
store to another constitutes a limitation on 
the value of industrywide departmental 
operating figures such as those gathered by 
the National Retail Dry Goods Association. 
The neatly printed tables into which such 
figures are usually gathered give little ink- 
ling of the fact that what one store calls its 
notions department may contain a strik- 
ingly diflerent product mix from the simi- 
larly named department in the next store. 
Association statisticians are forced to add 
somewhat nonhomogenous items, hoping 
that the heterogeneities either cancel out or 
are sufficiently insignificant to leave a useful 
result, 

More significant than the daily task of 
drawing boundaries between departments is 
the problem of determining the basis on 
which the departments should be estab- 


lished in the first place. Should items be 
grouped according to some physical or ge- 
neric attribute (a usual approach), according 
to price level (implicit in the usual base- 
ment-upstairs store distinction), or according 
to some customer-use attribute (as in the 
case of bridal, cruise, and college “shops’’)? 
Are similarities in buying, in storage, in dis- 
play, or in selling to govern the breakdown? 
Or is trade custom the criterion? 

Here, again, different managements may 
—quite satisfactorily and quite successfully— 
reach different conclusions. In the realm of 
social control, however, there is less room for 
such variation. Government regulation fre- 
quently impinges on marketing on a com- 
modity-by-commodity basis. Examples may 
be found in the operation of excise taxes 
and in tariff legislation as well as most ceil- 
ing-price regulation. Labeling, inspection 
and other health laws, licensing require- 
ments, and the administration of trademark 
registry often present similar problems. Ad 
hoc answers are not likely to solve the classi- 
fication problems created by such legisla- 
tion, since the courts usually insist that ad- 
ministrative bodies find “generally fair and 
equitable” solutions. The term “equitable” 
seems to mean “consistent” in the treatment 
of similarly situated applicants and more or 
less forces the agencies concerned to develop 
at least some vague criteria around which 
decisions may be grouped.‘ 

Another problem, leading to regulation 
or to attempts to secure regulation, arises 
out of the common tendency to classify 
products according to the type of retail out- 
let in which they are most commonly sold. 
Vested interest may enhance this tendency. 


* See, for example, Jerome A. Levinson, “The Min- 
imum Product Standard and Other Safeguards for 
‘Generally Fair and Equitable’ Maximum Prices,” in 
Problems in Price Control (Washington: U. S. Gov- 
ernment Printing Office, n.d.), pp. gi ff. Levinson 
indicates that OPA's criteria were not always used 
with complete consistency in actual operation. The 
Bureau of the Census faces a somewhat similar prob- 
lem in defining “product” and “industry” for the 
Census of Manufacturers. See Appraisal of Census 
Program—Report of the Intensive Review Committee 
(Washington: U. 5S. Government Printing Office, 
1954), PP. 37°44- 
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Thus the terms “groceries” and “drugs” 
frequently mean “grocery store merchan- 
dise” or “drug store merchandise.” When 
stores outside the titular group attempt to 
sell such items, their efforts almost always 
provoke resentment and usually induce 
pleas for legislative sanction. Competition 
from “outsiders” seems much more sinis- 
ter than does increased competition from 
within the “in group.” The present furor 
in many states over grocery store sales of 
aspirin and similar products is a perfect 
case in point. 

The most interesting of all taxonomic 
problems are to be found in the attempts to 
reach an understanding of the marketing 
process through commodity classification. 
Although a poor pedagogic device, com- 
modity study has much to commend it as an 
analytic approach. Truly sophisticated stud- 
ies of commodity marketing may help pro- 
vide an answer to the old, and perhaps 
fruitless, question: Is marketing a science, 
an art, or a gamble? If marketing is not a 
purely random activity, marketing processes 
and methods must correlate with certain in- 
dependent variables or combinations of 
such variables. The likeliest place to look 
for such variables is in the commodity it- 
self, since such study not only embraces the 
physical and economic attributes of the 
item (perishability, bulk, durability, expen- 
siveness, etc.) but also frequently provides 
information about conditions of creation 
and consumption. 

There are dangers in analytic classifica- 
tion. We can encounter difficulties if we for- 
get Marshall's advice: 

most of the chief distinctions 
marked by economic terms are differences 
not of kind but of degree. We shall meet 
with many instances of the evil that may 
be done by attempting to draw broad, 
hard and fast lines of division, and to 
formulate definite propositions with re- 
gard to differences between things which 
nature has not separated by any such 
lines."”® 


* Alfred Marshall, Principles of Economics, 8th 
edition (London: Macmillan & Co., Ltd., 1947), p. 
52. 


We have tended to present the distinc- 
tions between industrial and consumer mar- 
keting as ones of kind rather than degree. 
This has resulted in a false picture in which 
business purchasers are portrayed as com- 
pletely mechanical and totally rational 
computers of relative product efhiciencies, 
while consumption buyers are described as 
whimsical creatures of caprice. The rather 
sharp split between agricultural marketing 
(as a subject for colleges of agriculture) and 
general marketing (as taught in schools of 
business administration) may also have been 
unfortunate through limiting communica- 
tion between the two groups. 

Moreover, classifications developed at one 
moment may lose their usefulness over time. 
Some of the modern strictures against Cope- 
land’s shopping goods-specialty goods break- 
down arise from the difficulties of fitting the 
old shopping concept to modern suburban 
branch locations or to the isolated roadside 
furniture store and the off-center Sears Roe- 
buck site. But these strictures cannot cloud 
the fact that, at the time of its development, 
the breakdown provided a useful peg on 
which to hang many illuminating ideas. 
And, even today, many of us find this old 
classification a useful teaching tool. 

After looking at the useful classifications 
developed by Copeland and P. D. Converse 
and a much more elaborate one suggested 
by E. L. Rhoades, Killough and the Bar. 
rington Associates commented: 


“This suggests an almost indefinite num- 
ber of bases of differentiation. Every com- 
modity is possessed of so great a number 
and diversity of attributes as to dely sys- 
tematic groupings of all goods in a man- 
ner to conform with standards of best 
marketing practice... . the most im- 
portant positive marketing result to be 


obtained from minute classification of 


merchandise is, probably, a realization of 
the great number of considerations in- 
volved in the choice of best marketing 
methods, and appreciation of the value 
of a cross fire of many points of view in 
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the establishment of sound marketing 
policies.’’* 


_ Mere complexity, however, does not con- 

. stitute the problem in this day of electronic 
and mechanical computation that it did a 
few short decades ago. Moreover, we should 
be in a better position today to develop the 
necessary theoretical framework to handle 
these complex attributes. Professor Aspin- 
wall, for example, has experimented in his 
classes with the idea of ranging merchan- 
dise along a continuum from “broadcast” 
to “pinpoint” according to a group of vari- 
ables relating largely to conditions of sale 
and use. In a book which has received far 
too little attention in this country, Profes- 
sor Jefferys has tried to rank products ac- 
cording to variables in British marketing 
practices.’ He seems to have developed sig- 
nificant groupings and interesting insights 
in spite of serious difficulties in obtaining 
valid raw data. Even more important than 
Aspinwall’s or Jefferys’ substantive contri- 
butions are their methodological hints. 


*Hugh B. Killough and Barrington Associates, 
Inc., The Economics of Marketing (New York: Harper 
& Brothers, 1933), p. 211. 

* James B. Jefferys, The Distribution of Consumer 
Goods (Cambridge, England: The University Press, 
1950). 


ELEPHONE interviews deserve to be used 
Toy market researchers more frequently 
than they have been. Many research people 
apparently still think that telephone surveys 
are necessarily limited to coincidental rat- 
ings of radio and television programs. Since 
the Literary Digest poll disaster of 1936, 
telephone subscriber samples have been gen- 
erally avoided because it was felt that they 
were not representative of all parts of the 
population. 

The limitations of twenty years ago, how- 
ever, have been largely overcome as the re- 
sult of the higher telephone saturation. In 
the area covered by the Evanston, Illinois 


SOME ADVANTAGES OF TELEPHONE SURVEYS 


We have greatly increased the amount 
of commodity information which is avail- 
able to feed into any conceptual framework. 
Since Professor Breyer’s pioneer Commod- 
ity Marketing, a vast number of studies— 
of varying degrees of sophistication—have 
traced selected items through their chan- 
nels. In addition to Breyer’s study, a few 
others (for example, Clewett’s Marketing 
Channels) have examined the marketing of 
several different products. Most studies, 
however, have concentrated upon a single 
product or group of products. A few have 
been published in book or journal form, 
but most remain on library shelves as un- 
published masters’ and doctoral theses of 
varying quality. However useful such stud- 
ies may have been in their own right, their 
greatest potential contribution may be as 
elements in a comparative analysis. 

The American Marketing Association is 
currently seeking ways to enhance its use- 
falness to the profession. Would it be amiss 
for the Association to undertake or to spon- 
sor the collection, evaluation, and analysis 
of our present wealth of commodity mar- 
keting data in the hope of deriving some 
meaningful generalizations? 

STANLEY C. HOLLANDER 
University of Minnesota 


directory, for example, 97 per cent of all 
households now have telephones. Further- 
more, the types of people among whom tel- 
ephone saturation tends to be low—rural 
residents in the South, for example—are 
sometimes considered not to be potential 
customers for manufacturer's products 
and are not included in his face-to-face sur- 
veys either. Indeed, for some purposes, a 
strong case can be presented for the tele- 
phone universe as opposed to the total uni- 
verse. 
The main point of this article is that in 
cases where the telephone subscriber uni- 
verse is acceptable, telephone interviews are 
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often the most statistically efficient method 
of making a survey as well as the most 
economical. 

While to my knowledge it has not been 
tried, it is possible that even where the full 
universe is wanted, a telephone sample of 
subscribers combined with a smaller sample 
of personal interviews with nonsubscribers 
might be an improvement over doing the 
entire survey in person. I have used a com- 
bination of telephone and personal inter- 
views to advantage in a somewhat different 
situation. In a national survey of doctors 
and dentists for a pharmaceutical product, 
telephone calls were made to secure office 
appointments with the alternative sugges- 
tion that the interviews could be made over 
the telephone right then. Two fifths of 
these busy respondents elected to answer 
the questions immediately by telephone. 

The economy of the telephone approach 
is readily recognized. When cost is calcu- 
lated on the basis of the number of com- 
pleted interviews, the telephone survey is 
markedly less expensive than the mail sur- 
vey and very much less expensive than the 
personal survey. The fact that no charge is 
made when the respondent does not answer 
or the line is busy means that call-backs are 
possible at the cost of interviewer time only. 

One saving which is not always utilized 
in telephone surveys is that of drawing the 
samples at a central location so that the in- 
terviewers are provided with numbers to 
call and need not themselves refer to the 
telephone directory. As a result, they con- 
centrate on the job of interviewing and are 
excused from a clerical task at which some 
of them are not very adept. 

From the standpoint of statistical effi- 
ciency, the telephone approach comes closer 
than any other method to being ideal. Ran- 
dom samples may be drawn from the alpha- 
betical directory, stratified location samples 
may be drawn from the criss-cross directory, 
and samples of many special groups such as 
attorneys may be drawn from the classified 
directory. The samples can be selected cen- 
trally, as already suggested, or, failing that, 
can be rigidly controlled for selection by 
the interviewers. 


Moreover, since an unlimited number of 
call-backs can be made by telephone at low 
cost, no need exists for substitutions within 
the sample. On some telephone interviews, 
as many as 15, attempts have been made be- 
fore reaching the required party. This 
means that the “gad-abouts” as well as the 
“stay-at-homes” are represented, an impor- 
tant consideration in many studies. W. Ed- 
wards Deming, in his article on the bias of 
nonresponse, emphasizes the importance of 
not making substitutions in the sample as is 
so often done in personal interviewing." 

Telephone directories are models of ac- 
curacy, which is something that cannot al- 
ways be said of other lists. Also, when a 
family has moved within the locality, the 
new telephone number is given for follow- 
up if desired. 

It was once thought that telephone in- 
terviews were limited as to subject matter 
and also had to be kept very brief. It is prob- 
ably true that this approach is not well 
adapted to uninteresting subjects and that 
it does not work well on long interviews. 
In both respects, however, recent experience 
indicates that the possibilities of the tele- 
phone approach may not have been fully 
appreciated in the past. Surveys now being 
made by telephone hold respondent interest 
through 25, questions or more. Respondents, 
when called later for verification purposes, 
usually estimate that the conversations took 
less than half the actual time. As for the 
subject matter of telephone surveys, per- 
haps the variety can best be described by 
mentioning some examples from the writ- 
er’s experience: 


1. A one-city study was made by tele. 
phone calls to housewives who had used 
premium coupons to obtain a food product. 
The interview consisted of 30 questions. In- 
terviewers were required to complete 80 
per cent of the questionnaires and did so 
without difficulty. 


*W. Edwards Deming, “On a Probability Mech- 
anism to Attain an Economic Balance between the 
Resultant Error of Response and the Bias of Non- 
response,” Journal of the American Statistical Asso- 
ciation, December 1953. pp. 743-72. 
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2. In a national survey of another food 
product, personal visits were made in order 
to leave samples, to establish rapport with 
respondents, and to make appointments for 
telephone interviews to be made two or 
three days later. There were 16 questions in 
the telephone interviews. Interviews were 
completed for 97 per cent of the place- 
ments. Furthermore, it was found that 
placements were easier to make when house- 
wives were told that there would be no 
personal follow-up. 

3. Motorists in one city, who had recently 
purchased cars, were interviewed about 
their reactions toward certain accessories. 
On a 32-item questionnaire, telephone in- 
terviews were completed with 84 per cent 
of the original sample. 

4. A 25-question national survey, cover- 
ing major appliance brands and involving 
equal numbers of men and women, achieved 
well over 80-per cent completion of the 
designated sample by telephone. 

5. Last year, the Cleveland Chapter of 
AMA conducted a telephone survey dealing 
with the use of marketing research by Cleve- 
land companies. The interviews were made 
by telephone and involved as many as 17 
questions. ‘The universe consisted of 600 
employers of 100 or more persons, and sat- 
isfactory interviews were completed with 
565 or 94 per cent. Each of the above ex- 
amples of marketing research was originally 
contemplated as a personal interview study. 
In each instance, the survey is considered to 
have been improved in economy and efh- 
ciency. One might go so far as to suggest 
that some longer personal interviews might 
well be cut in two, each half being con- 
ducted as a telephone interview with equiv- 
alent samples to obtain better over-all re- 
sults. 


Ralph H. Oakes has pointed out that 
open-end questions may not be answered in 
as great detail over the telephone as in per- 
son.? Now that this limitation has been ex- 

* Ralph H. Oakes, “Difference in Responsiveness in 


Telephone versus Personal Interviews,” THE jouR- 
NAL OF MARKETING, October 1954, p. 169. 


posed, attention can be directed to probing 
and other methods of eliciting more com- 
plete answers. In my opinion, almost any- 
thing that can reasonably be asked in per- 
son can also be investigated by telephone 
except, of course, items that require visual 
aids such as card lists, advertising layouts, 
package designs, etc. 

Actually, the telephone interview may 
sometimes be better than other procedures 
for eliciting individual opinions. Personal 
interviewers are usually instructed not to in- 
terview respondents in the presence of other 
people, but such instructions are sometimes 
hard for them to observe. Telephone calls 
are considered to be reasonably private; at 
least the interviewer's side of the conversa- 
tion is not overheard by outsiders. 

Bias resulting from the effect of the inter- 
viewer on the respondent is probably re- 
duced in the telephone approach. Clothes, 
mannerisms, and all other characteristics 
except voice are masked. This method en- 
ables us to come closer to achieving the uni- 
formity desired in interviews. 

Some capable types of people are avail- 
able for telephone interviewing who cannot 
do personal interviewing. For pleasant, 
trained voices, former telephone operators 
who are at home with small children are 
one type. Shut-ins, such as paraplegics, find 
this to be one of the few kinds of jobs open 
to them. Such confined people can be rec- 
ommended strictly as good business—not as 
charity, which they do not want. This is 
relatively easy work and, when the right 
interviewers are obtained, turnover can be 
kept relatively low. As a matter of common 
sense and courtesy, interviewers should have 
single-party lines, of course. 

One problem is created by the fact that 
people other than researchers have been 
quick to see advantages in telephone “sur- 
veys.”” Sales schemes using phony surveys as 
the entering wedge have become so com- 
mon that the word “survey” sometimes is 
enough to cause loss of the interview. “Re- 
search study” or some other term is better 
as an introduction. 
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Many researchers can utilize the tele- 
phone-interview approach. My feeling is 
that this method merits greater use and is 
worthy of more consideration than it has 
had. Some of the advantages mentioned 


have not always been recognized and it is 
time that we are alerted to them. 

STANLEY L. PAYNE 
Ben Gaffin & Associates, Inc. 
Chicago, Illinois 


A REALISTIC APPROACH TO ADVERTISING 
INSTRUCTION' 


HE conflict that exists between forces 
supporting greater specializa- 
tion in university undergraduate curricula 
and forces advocating broader, more gen- 
eral training is beginning to affect those ed- 
ucators responsible for courses in advertis- 
ing. It is the belief of the author that a good 
many individuals in both groups share the 
same objectives and differ only in their 
choice of the means to achieve these objec- 
tives. This paper will attempt to describe 
how the situation currently affects the 
teacher of advertising, and will suggest one 
solution to the problem which this author 
has found from experience to be quite suc- 
cessful. 

The use of various scientific methods of 
inquiry has been one of the tactors respon- 
sible for the tremendous growth in the 
amount of advertising information avail- 
able to neophytes. It is not surprising that 
a number of advertising practitioners who 
are responsible for this advancement of 
knowledge desire that educators make use 
of it. As a result, there is increasing pressure 
on the advertising instructor to equip his 
students with as much detailed information 
as it is posible to give them in the period 
they are on the campus. The practitioners 
say this is necessary if students are to have 
a realistic understanding of current adver- 
tising practices. 

On the other hand, a growing number of 
educators and businessmen have questioned 


* The author is indebted to Peter Geist and Robert 
$. Robison of the School of Fine Arts at Washington 
University for their part in establishing the approach 
described here. 


the value of specialized, highly detailed 
courses. Many of them believe that adver- 
tising cannot be discussed profitably as any- 
thing but a part of the marketing mix. A 
number feel that it is essential that today’s 
advertising people also have an awareness 
of such things as the production difficulties 
and the financial implications that may be 
involved in what appears to be solely a 
marketing or advertising decision. 

This latter group has grave doubts con- 
cerning the wisdom of the traditional edu- 
cational approach in which the whole of 
advertising is broken down into two and 
three credit compartments such as individ- 
ual courses devoted to copywriting, news- 
paper advertising, radio and TV advertis- 
ing, advertising research, etc. Feeling that 
this traditional approach is unsound, a 
number of schools have adopted the case 
method of teaching advertising in the be- 
lief that it is best suited for giving students 
a realistic understanding of the advertising 
function. 

Thus it appears that both groups have 
as their objective the teaching of advertis- 
ing in a manner that will result in a sound 
point of view about advertising—one that 
will acquaint the student with cnough 
down-to-earth operating procedures so that 
he will have a speaking acquaintanceship 
with current practices, yet one that will not 
bury him in repetitious tasks that prevent 
him from acquiring a broad perspective of 
the role of advertising. 

Yet, as broad and as difficult as this goal 
is, it also lacks something. It fails to take 
into consideration one of the most impor- 
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tant ingredients in the success or failure of 
any promotional effort. This ingredient is 
the growing importance of teamwork ‘in 
the planning, creation, and execution of 
the advertising campaign. 

A great many of the ideas that underlie 
successful advertising campaigns (or even 
individual advertisements) come from team- 
work among the people involved. Account 
men, copywriters, visualizers, media men, 
researchers, merchandising men, etc., work 
together to prepare the advertising plan and 
to place it in operation. What is needed in 
the development of a worth-while pedagog- 
ical approach to advertising is a device 
which will not only unite the present sub- 
divisions of the area and develop insight 
into the interrelationships inherent in ad- 
vertising problems but also develop the in- 
dividual’s ability to integrate himself effec- 
tively into a creative group. 


A Suggested Teaching Device 


An advertising course that requires the 
student to plan an advertising campaign 
comes closer to accomplishing the desired 
objectives than anything else this author 
has yet experienced. The student is required 
to select a product or service and plan the 
advertising for it. The selection of the prod- 
uct or service demands that the student 
make use of the information he acquired 
in his introductory marketing courses. For 
example, the student is expected to display 
an awareness of consumer trends and hab- 
its. He is expected also to devote attention 
to the selection of distribution channels and 
to adopt a realistic price policy. As work in 
the advertising class unfolds, he is required 
to apply to his specific problem the knowl- 
edge he has acquired. This means that as 
the class studies methods of locating poten- 
tial market areas, for example, the individ- 
ual student is experimenting with them and 
evaluating them in a realistic, practical 
manner. Copy assignments are regarded as 
means to an end, and the merits of various 
approaches are discussed as vigorously as 
in any plans board meeting. 

But the campaign problem provides only 
the foundation for the assignment. The use 


of a campaign problem for a term report 
does not insure the accomplishment of the 
objectives summarized above. In order to 
provide an environment which will give 
experience in developing the skill of ad- 
ministration—“the capacity of an individual 
to communicate his feelings and ideas to 
another as well as his capacity to respond to 
the feelings and ideas of others in such a 
fashion as to promote cooperation and con- 
genial participation in a common task’?— 
students work on the campaign in teams. 
Three students work on one campaign. ‘This 
means that each has a responsibility to the 
other members of the group. And, through 
what this author believes to be a unique 
contribution to advertising education, the 
group itself has a responsibility to another 
party—students enrolled in the advertising 
sequence of the School of Fine Arts. It is 
these art school students who do the actual 
creative art work on the campaigns. 

It is the responsibility of the advertising 
students to do whatever research is neces- 
sary in the selection of an appeal, to investi- 
gate appropriate media, and to devise a 
method of determining the money required 
to accomplish their advertising task. It is 
also their responsibility to prepare what- 
ever copy is necessary, but they do not 
labor over layouts and production prob- 
lems. This is the responsibility of the art 
school students who have been “hired” by 
the planners to visualize the advertising 
message. 

Through this combined assignment, the 
art school instructor believes that he can 
develop on the part of his students a realis- 
tic, practical point of view toward their 
functions in advertising. Through the proc- 
ess of working together with the advertising 
planners, the artists in training are ac- 
quainted with the “why” of the campaign 
as well as the “why” of advertising in gen- 
eral, something many of our practicing ar- 
tists, unfortunately, lack. And the young 
artists contribute a very important item to 
the team; they constantly attempt to do 


* Elton Mayo, The Social Problems of an Industrial 
Civilization (Boston: Graduate School of Business 
Administration, Harvard University, 1945), pp. 1$-22- 
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more than the planners request of them. 
They experiment with contemporary art 
forms in an attempt to carry advertising 
design and illustration beyond the necessar- 
ily artistically limited horizons of the ad- 
vertising planners. 

Anyone who has attempted to weave ar- 
tists, copywriters, research men, and pro- 
duction people together in one working 
unit will appreciate the opportunity that 
exists for the development of administra- 
tive skills. It has been this writer's experi- 
ence that other courses the advertising plan- 
ners take such as personnel administration, 
human relations, etc., become more mean- 
ingful as they search for new insight into 
the communications and integration prob- 
lems with which they are faced. The fact 
that each instructor involved has taken 
steps to indicate to all students that a per- 
suasive environment exists is of immeasur- 
able help. Students are encouraged to talk 
over their problems with the instructors. 
The instructor avoids acting as a judge ar- 
bitrating conflicts; instead, his role is that 
of an advisor and catalyst. 

A great advantage of a team-problem as- 
signment is its emphasis upon the role of 
the student in the education process. In the 
more traditional pedagogical approaches, 
the student acts either as a receptacle for 
pure knowledge that the instructor has dis- 
tilled and passed on or as a trainee engaged 
in developing and improving a severely lim- 
ited skill. Under a team approach, the stu- 
dent assumes a different role. He brings to 
each meeting an awareness that his group 
will not make progress unless each member 
contributes his share. The students allocate 
the work, and it is soon apparent if any 
member is shirking; the social pressure of 
the group acts to stimulate each member. 

The probable student reaction to such a 
responsibility was a matter of concern prior 
to initiating the team-problem assignment. 
There was some question whether under- 
graduate students were mature enough to 
find the experience rewarding. There were 
fears that they might prove to be unable to 
handle the frustrations involved in initiat- 
ing successful action in problems involving 


other persons. So far, little evidence of this 
has developed. In practice, the student re- 
action is highly favorable. The students ap- 
preciate the more mature treatment they 
receive and seem to bring to the assignment 
the enthusiasm and inspiration that charac- 
terizes much of their extra-curricular activ- 
ity. A teaching experience of this sort causes 
one to wonder if we do not underestimate 
the ability of the typical student to think 
and to grow when we adhere to a highly 
specialized curriculum. 

Because of the changed nature of the role 
of the student, the responsibilities of the 
instructor are also different. The instructor 
does not concern himself with factual 
knowledge as much as with the development 
of the students’ power to act successfully in 
a problem situation. When attention is 
given to factual material, it is because such 
knowledge will lead to power—the power to 
act successfully. Much of the time of regular 
class sessions is devoted to developing this 
problem-solving ability. Cases are useful in 
this connection. 

One will note that the above describes a 
“practical” or “realistic” approach to adver- 
tising. Information is not presented to stu- 
dents for its sake alone but to aid in de- 
veloping analytical ability and perspective. 
At the same time, the course is not com- 
posed of what often passes for practical as- 
signments which really are more in the na- 
ture of “busy-work” or repetitious exercises, 
A broad, marketing-mix approach also al- 
lows room in the course for a discussion of 
the nature of advertising in the economy 
and its role in individual firms. 

Our era has been described as the age of 
the professional manager in business. If col- 
lege students are to secure the soundest 
preparation for later business success and if 
marketing is as important a business func- 
tion as we like to believe it is, educators 
must see to it that our future advertising 
and marketing practitioners have both the 
broad vision to determine the proper role 
of advertising in the firm and the ability to 
put their programs into effect. 

SamueL V. SmitH 


Washington University 


THE JOURNAL OF MARKETING 


BANK CREDIT FOR 


HIS paper is one result of a project de- 
to investigate the credit rela- 
tionships between small business and the 
commercial banks in Pittsburgh, Pennsyl- 
vania, Only one commercial bank was will- 
ing to make its credit files available. ‘There- 
fore, it was necessary to examine the credit 
records of the participating bank in detail 
and then discuss the results with the loan 
officers of several other commercial banks of 
varying size in order to determine whether 
their credit facilities and experience were 
comparable. The study covered the period 
1946 through 1950. Among the credit files 
retained for detailed analysis were the case 
records of 174 firms engaged in retailing. 

The criterion used to determine size of 
business was the number of persons em- 
ployed. For retailers as well as personal 
service companies, a small business was con- 
sidered as one which employed 20 people or 
less. When the data were tabulated, it was 
found that the retailers averaged 5 em- 
ployees per store, and their mean annual 
sales figure was a little over $100,000 per 
annum. 

The credit files revealed that the form of 
business organization has little bearing on 
the credit worthiness of small business. Very 
few firms in the Pittsburgh area attempted 
to incorporate in order to benefit from the 
limited-liability provision that results from 
incorporation. Among the retailers, for in- 
stance, 64 per cent were proprietorships; 25, 
per cent were partnerships; and only 11 per 
cent were corporations. The fund-raising 
ability attributed to the corporate form of 
business organization seems to have been of 
limited significance in this area at least. 

When dealing with small businesses, a 
bank must be prepared to administer credit 
on an efficient mass basis. Complicating this 
administrative problem is the high rate of 
business turnover. Approximately one halt 
of the retail businesses included were new 
ventures initiated during the period encom- 
passed by the study. As new ventures, they 
obviously had no established credit records 
with the bank. It was also apparent that de- 


SMALL RETAILERS 


positors are not necessarily credit depart- 
ment customers. 

Nearly 25 per cent of the going concerns 
borrowed initially during the postwar pe- 
riod. A loan officer at one of the smaller 
banks explained this by saying “many re- 
tailers were relatively inactive during the 
war years but sought credit afterward for 
new inventory and remodeling, thus becom- 
ing borrowers for the first time.” 

There were few generally accepted mini- 
mum standards that financial statements 
had to meet. Risks were accepted despite 
the fact that financial ratios were unfavor- 
able. As a guide, ratios were compared with 
those published by Dun and Bradstreet or 
the Robert Morris Associates. One loan offi- 
cer stated that the smaller the company the 
less effective the ratio because: (1) these 
firms seldom have an accurate accounting 
system, and (2) the ratio does not mean 
very much if the net worth is under $10,000. 
In these instances, one looks to the personal 
record of the applicant rather than the op- 
erating ratios. 

Despite the fact that few retail concerns 
exhibited a strong net-worth position, nearly 
one half of their loans were issued on an 
unsecured basis. The unsecured loans av- 
eraged close to $3,600 in amount, whereas 
the secured loans averaged $8,600. Retailers 
frequently backed their secured loans by 
the assignment of accounts receivable, stocks 
and bonds, or life insurance. Chattel mort- 
gages were also an important form of col- 
lateral. Most of the secured notes, however, 
bore the endorsements of “responsible” in- 
dividuals other than the borrower. Many of 
them were guaranteed by the government 
under the G. I. loan program or by other 
concerns such as oil companies. The smal- 
ler banks, however, are not as likely to 
grant G. I. business loans as are the larger 
banks. The loan officers at the smaller 
banks also disclosed that only 20 per cent 
of their loans to retailers were unsecured. 
“We get security whenever we can,” was a 
typical statement. 

Retailers paid the highest average rate of 
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interest among the seven business classifica- 
tions covered in the study. Their rate of in- 
terest averaged 5.2 per cent for the period 
1946 through 1950. It is fe'c chat the rate of 
interest would have been higher in the 
smaller banks because the loan officers in 
these banks suggested that “the smaller the 
bank, the larger the rate of interest;” and 
“most of our loans would be at 6 per cent. 
The huge deposits of the large corporations 
enable the large banks to compete in rates 
just to put their funds to work. Small banks 
have only a limited amount of funds with 
which to carry on their operations. The 
rates are higher. Even the service here at 
our bank pays its own way.” 

No uniform rate of interest prevailed at 
any one time for loans secured by the same 
form of collateral. The differential between 
a 4- and 6-per cent rate of interest, however, 
has been magnified beyond all rational pro- 
portions. Small businessmen borrow com- 
paratively small sums; this difference in the 
rate of interest, therefore, has little bearing 
on the success or failure of the venture. 

In total, the retailers obtained 493 loans. 
When classificd by purpose, nearly two 
thirds of the loans were the traditional type 
of commercial bank loan which was used 
to buy inventory, to discount accounts pay- 
able, or to supplement working capital. 
They were self-liquidating in character; that 
is, they were repaid by the ordinary sale or 
liquidation of the merchandise. 

Twenty-five per cent of the loans received 
by retailers were term loans. ‘They matured 
in periods longer than one year, were pay- 
able on an installment basis, and were gen- 
erally secured. They averaged $11,800 and 
represented 23.4 per cent of the total sum 
borrowed by retailers. Their average rate of 
interest was 4.26 per cent. The minimum- 
term loan period was 14 months while the 
maximum was 180 months or 15 years. Ma- 
turing in more than ten years were 29 of the 
124 term loans given. It is interesting to 
note that 28 of the 29 long-term loans were 
15-year gasoline station loans guaranteed by 
national petroleum companies. 

Term loans were ordinarily used for: (1) 
creating new businesses, (2) buying existing 


businesses, or (3) remodeling and expan- 
sion programs. The loan officers at the smal- 
ler banks commented that their institutions 
gave “very, very few term loans.” Moreover, 
their average rate of interest was higher. 

There is a definite credit cycle among re- 
tailers. Requests for credit increase sharply 
during the months of March and April, de- 
cline during the summer months, and then 
increase again during September, October, 
and November. 

Small business loans involve less risk than 
is generally believed. Losses incurred by the 
bank under study have been less than one 
half of 1 per cent of the credit given. This 
is true even though, in nearly two out of 
three cases, borrowers are not required to 
repay their short-term notes in full at ma- 
turity. They make a partial payment, renew 
the balance, and repeat the process in go, 
60, or go days. Most small businessmen, con- 
sequently, are concerned with making pay- 
ments rather than in meeting their notes 
in full when they fall due. 

Nothing seems to impress a banker more 
than a well-kept set of books because this 
demonstrates, presumably, that manage- 
ment exercises careful control. On the other 
hand, frequently mentioned as causes for 
refusal of credit are: (1) the inadequate 
amount of financial information given to 
the bank and (2) the lack of clarity in pre- 
senting a request for credit. Both of these 
factors are generally attributed by loan offi- 
cers to a badly managed set of financial rec- 
ords. 

When credit needs are legitimate and the 
small borrower is willing to follow the 
bank's suggestions, he does receive credit. 
Interviews with the loan ofhcers of other 
banks in the area indicate that these institu- 
tions are competitive with the bank under 
study. ‘The larger banks, in particular, op- 
erate in a similar manner and offer compa- 
rable credit facilities to small business. 
Smaller banks, generally speaking, tend to 
issue loans of lesser amounts. They also is- 
sue fewer unsecured term loans and ordi- 
narily charge a higher average rate of inter- 
est. 
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INCREASING THE VALIDITY AND RELIABILITY 
OF TOURIST DATA 


ourisT studies involve the gathering of 
‘taba about the components of 
tourist markets which will assist resort op- 
erators, municipalities, states, and others 
in the promotion of tourist trade. Such pro- 
motion, if it is to be effective, must be based 
on valid and reliable information about 
tourists—their expectations, their likes and 
dislikes, the location and means of reaching 
the markets these people comprise, and, per- 
haps most important, the tourists’ motiva- 
tions. ‘The purpose of this article is to dis- 
cuss some points of method and procedure 
in tourist studies which will increase the 
validity and reliability of such data. 

No attempt will be made to analyze the 
standard pros and cons of the mailed or 
“planted” questionnaire versus the per- 
sonal interview approach to market studies 
of this type. Granted, the questionnaire 
method saves time and money. The ques- 
tionnaire, whether it is placed in an accom- 
modation where the tourist will find it and 
fill it out or whether it is mailed to the 
tourist's home address, allows large sample 
coverage. Yet, there are so many qualitative 
factors inherent in tourist studies that the 
questionnaire approach is quite unreliable. 

By and large, tourists are too rushed or 
otherwise occupied with vacation matters to 
give reliable responses to many question- 
naire. items—daily expenditures for food, 
lodgings, souvenirs, etc.; opinions of the 
present vacation site and those already vis- 
ited; sites that remain to be visited and the 
tourist's expectations regarding these; and 
the vacation decision itself, including the 
source of the idea, when the idea was put 
into effect, the problems encountered in 
effecting it, etc. 

There is a definite tendency for tourists 
to jot down the first response that comes to 
mind. Moreover, the questionnaire ap- 
proach cannot explore adequately the wide 
area of expectations and motivations. The 
tourist may not, in fact, know his own mo- 
tivations, which are sometimes quite diffi- 


cult to probe even by skilled interviewers. 
Very few tourists, acting solely upon the 
impersonal stimulus of a questionnaire, 
will bother to write a detailed account of 
their thinking in these areas. 

Another limitation of the questionnaire 
is that by the time the tourist receives it at 
his home address, his memory regarding 
certain things such as daily expenditures, 
for example, has become unreliable. 

In addition to the usual advantages of 
the personal interview method, this ap- 
proach permits the use of a field schedule. 
Many very definite advantages are obtained 
from the use of a well-organized field sched- 
ule from which the interviewers work. For 
example, items that are usually difficult to 
elicit from respondents—income and age, 
among others—can be placed in the field 
schedule at what would appear to be the 
most propituous moment psychologically. 
The sequence of questions can be tested 
prior to the actual study and necessary re- 
visions made. Thus, a pretested field sched- 
ule accomplishes two things: (1) it provides 
for greater control over interviewers work- 
ing in the field, reducing error in the inter- 
viewer's timing; and (2) it produces better 
results from the less-adequate interviewers— 
always a problem in such studies. 

More important, it is a simple matter to 
build into a field schedule an adequate 
L (lie) factor or score. This can be done in 
two major ways: 


(1) Unless the tourist is towing a trailer, 
he has to find accommodations overnight. 
Even trailer tourists frequently pause for a 
while in courts arranged for them. Al- 
though the tourist may stay at the inter- 
viewing site only a day or so, the resort op- 
erator will usually have had a few words 
with him on the subject of roads, scenic 
points, and fishing possibilities and about 
some of the tourist's expectations, his stated 
likes and dislikes, motivations underlying 
the vacation, etc. In addition to this in- 
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formation, the resort operator should have 
exact data on certain expenditures and pro- 
posed length of stay. Information such as 
this, when given in conversation to resort 
personnel and when derived by resort per- 
sonne! from actual records, is usually reli- 
able. Part of the field schedule, therefore, 
can bg tailored to receive such information. 
The «ime points are also included in that 
part af the field schedule designed for re- 
ceiving information directly from the tour- 
ist respondent. The tourist's replies to these 
dupli*ited questions are later checked for 
consiszency against the replies given by re- 
sort personnel. 

(2) Another L score can be built into the 
schedule designed for receiving informa- 
tion from the tourist himself. Certain key 
questifns can be repeated and asked in dif- 
ferent ways in the schedule and answers to 
each can be checked. 


In tourist studies—particularly if such 
studies are conducted during the summer 
months when the tourist is highly mobile 
and frequently in a hurry—L scores have a 
tendency to run unusually high. Among 
other factors, this can be caused by the tour- 
ist’s aversion to being interviewed while on 
vacation and, at the same time, his unwill- 
ingness to be impolite. But it is necessary 
to be aware of this situation and to disre- 
gard information insincerely and inaccu- 
rately given. 

The use of the field schedule also makes 
possible a further check for validity and re- 
liability by incorporating the concept of 
split-half testing. By nature, tourist studies 
involve a time span, usually based on a sea- 
sonal concept. For purposes of illustration, 
suppose a particular study involves a season 
of two months. If the study is based on a 
probability sample, certain tourist estab- 
lishments, chosen according to random sam- 
pling techniques, will be earmarked as 
locations for interviewing respondents. 
However, instead of spreading this sample 
over the full 60-day period, only enough 
establishments to accommodate a 30-day 
study program are drawn. This sample, 
when completed, constitutes the first half 


of the total sample. The sample is repeated, 
covering the same establishments inter- 
viewed in the first phase and including the 
same hotel rooms, motel units, and other 
accommodations. ‘This becomes the second 
half of the total sample. 

The two subsamples are then compared 
for consistency. If the consistency is high— 
that is, if the statistical r is strongly positive 
—relatively high validity and reliability is 
assured. 

There is still another time factor perti- 
nent to this twofold aspect of tourist stud- 
ies. It is obvious that tourists vary as to 
what they like to do and when they do it. 
If, in a probability sample, the interviewing 
schedule is arranged so that respondents are 
interviewed at set times during the day— 
say, from g:00 a. m. to 5:00 p. m.—clearly, 
an undetermined segment of tourists using 
these hours for activities away from the in- 
terviewing site will be missed entirely. Daily 
interviewing time should be staggered as 
much as necessary to insure greater accuracy 
and wider representation in the results. 

Most vacation sites draw tourists from 
many areas of the country. People from 
these different areas frequently have dis- 
similar likes and dislikes, expectations, and 
motivations. For example, people from the 
Middle Atlantic states—when winter vaca- 
tioning in the Southwest—reflect a specific 
affinity for guest ranches; people from the 
West North Central areas have a tendency 
to cluster in motels; etc. 

The areas will also vary as to the time 
of year in which they become active, and 
they will always be characterized by a rather 
complex stratification of tourists.’ Patterns 
peculiar to the socioeconomic strata found 
in all markets are likely to be quite evident. 
There is, for example, a definite tendency 
for these strata to be found in correspond- 
ing classes of establishments at the vacation 
site—that is, tourists from the upper socio- 
economic strata will, on the whole, patron- 


‘For a special study in which the various tourist 
markets of southern Arizona were analyzed, see “The 
Central and Southern Arizona Winter Tourist Mar- 
ket,” Special Study No. 11, Bureau of Business Re- 
search, University of Arizona. 
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ize establishments in the upper price range, 
etc. 

There is also much evidence to suggest 
that typical occupants of various types of 
establishments—hotels, motels, dude and 
guest ranches, resort hotels, and trailer 
courts—are also likely to reflect patterns of 
expectations or motivations peculiar to the 
type of resort accommodation preferred. 
Consequently, it follows that unless the in- 
terviewing universe is so divided, these par- 
ticular patterns will not be isolated. 

With the interviewing universe thus 
broken down—by type of establishment and 
the price range of each—the validity and 
reliability of a probability sample is con- 
siderably enhanced. Whatever per cent 
probability sample is considered necessary 
to reflect accurately an area’s tourist char- 
acteristics can then be taken with the assur- 
ance that all patterns necessary for effective 
promotion will be isolated. Also, the k-in- 
terval method of systematic sampling su- 
perimposed on any probability sample will 
further insure high validity and reliability 
by eliminating certain types of bias that al- 
ways occur in tourist studies. If the k-inter- 
val method is superimposed, the interviewer 
will not then be referred by resort person- 
nel to the more satisfied clientele or any 
similarly unrepresentative groups. As a mat- 
ter of fact, the dual questioning of both re- 
sort personnel and tourists previously men- 
tioned can be informative on this point. 

If the k-interval method is followed and 
the field schedule has allowed for responses 
from resort personnel as well as tourist re- 
spondents, a meaningful index of tourist 
satisfaction or dissatisfaction can be ob- 
tained. ‘Two questions from the field sched- 
ule are directed first to resort personnel: 
(1) How long does party X plan to stay? 
and (2) How long did party X originally 
plan to stay? A substantial discrepancy here 
is significant. 

The same two questions are later asked 


the tourist respondent and checked against 
each other and against the answers given 
by resort personnel. Unusual satisfaction 
with the accommodations or the vacation 
site frequently results in a longer tourist 
stay than was originally planned. Similarly, 
a shorter stay than was originally planned 
can, and generally does, indicate dissatisfac- 
tion with something about the vacation site 
or accommodations. In most cases, resort 
personnel and others in the area are igno- 
rant of the causes of this loss. Such discrep- 
ancies provide clues which a skillful inter- 
viewer can follow up. 

Assuming all this has been done and as- 
suming the interviewers are qualified—they 
do not have to be professionals if equipped 
with a good field schedule—a wealth of 
other data can be obtained. For example, 
when rapport has been established between 
respondent and interviewer, the latter can 
then probe the vacation idea in a modified 
form of motivation research. ‘The inter- 
viewer may begin by asking the respondent 
what he and Mrs. X were doing when they 
got the idea for this vacation. If this point 
is sufficiently probed by indirection, several 
factors important to future promotion will 
come out. Among these will be when the 
respondents got the idea for the vacation in 
question (that is, what time of year); the 
particular problems faced by the respond- 
ents in translating the vacation idea into 
action and how these problems were over- 
come; when they actually began the vaca- 
tion and why; what stimulated the vacation 
site chosen, its competitors in the final de- 
cision, and the reasons for its selection; the 
tourists’ real expectations, likes and dis- 
likes, etc. Such a program is, of course, ex- 
pensive to conduct. But it pays dividends 
in useful market information. 
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1. ADVERTISING 


1.1 Premium Promotion. Department of Com- 
merce and Small Business Administration 
(BSD No. 127), June 1955, 4pp. Free. 
[K.A.G.] 


Explains when and where to use premiums, 
types of plans, and how to distribute premiums. 
Bibliography. 


1.2 Television Advertising—New Problems for 
Management. The Manager, December 
1954, PP- 775-79 and January 1955, pp 
36-39. [J-M.R.] 

In addition to its government owned and op 
erated BBC, the British nation has taken steps 
to provide itself with a second television system 
which will permit television advertising and will 
be partially financed by income from private 
sources. 

The Independent Television Authority—the 
new public corporation that has been formed— 
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will erect, own, and operate new transmitters. 
ITA transmitting facilities will be rented to pro- 
gram producers (private firms) who, in turn, will 
draw their income from advertisers. ITA is en- 
abled by law to: call in advance for scripts and 
details of advertisements; require producers to 
prerecord any program; require that nothing 
shall be broadcast without ITA’s approval; and 
fine or suspend for breach of contract. 
Advertisers will not be allowed to provide 
their own programs or sponsor any program. 
The Television Act provides that advertisements 
must be “clearly distinguishable” as such and 
“recognizably separate” from the rest of the pro- 
gram. Thus, it is intended that there be no more 
relationship between television's program and 
its advertising than there exists between a news- 
paper's editorial matter and its advertising. 
There will be no “Firestone Hour” or “brought 
to you by " in Britain, There may be 
advertiser-sponsored programs of a documentary 
nature provided they educate and/or entertain. 
Among others, some of the new problems that 
have been created are: (1) the lack of facilities 
for making commercials; (2) union demands 
that at least 80 per cent of programs and com- 
mercials be British in origin, production, and 
performance; (3) new risks for advertisers and 
their agents requiring new forms of insurance. 
One big “if” in this new venture into advertis- 


ing is the political climate of the country. Should 
the Labor Party return to power, there is a real 
possibility that the statute permitting television 
advertising might be rescinded. 


1.3 NIAA Budget Study Shows How Industries 
Spend Ad Money. Industrial Marketing, 
February 1955, p. 100. [J.M.R.] 


This article digests some of the findings shown 
in a National Industrial Advertisers Association 
budget survey report. The study covered the 
budgets and budget practices of 432 industrial 
advertisers. 

Some of the highlights: 


. November is the big month for submitting 
and getting approval of budgets. (However, 
every month was mentioned both for submis- 
sion and approval.) 

. Forty-six per cent of respondents said their 
agencies assisted in budget presentation. 

. Methods used to measure advertising effec- 
tiveness were listed by respondents as follows: 
Starch, 15.5 per cent; Gallup-Robinson, g per 
cent; Readex, 5.6 per cent; inquiries, 43 per 
cent; salesmen's reactions, 40 per cent; recog- 


nition studies, 12 per cent; no methods used, 
4 per cent. 


Copies of the budget study are available at 
NIAA, 1776 Broadway, New York 19, New York, 
at prices of $10.00 for members and $15.00 for 
nonmembers. 


1.4 The Product and the Brand. Burleigh B. 
Gardner and Sidney J. Levy, Harvard 
Business Review, March-April, 1955. pp. 
$3°39- 

The authors suggest the need for greater rec- 
ognition of the social and psychological nature 
of a product. But they do not accept generalized 
motives (economy, emulation, etc.) ; there are a 
tremendous number of variables working to- 
gether and in opposition to each other. There- 
fore, the authors submit that the advertiser must 
explore the “particular constellation of goals 
and attitudes” most pertinent to his product and 
brand situation. In this exploration conven- 
tional, quantified opinion polls are not enough— 
research in depth is called for. 

Through qualitative research techniques, the 
advertiser can discover the public image of his 
product and brand. This image, character, or 
personality may be more important for the over- 
all status and sales of the brand than many tech- 
nical facts about the product. 

This is especially true of many consumer 
products with rather slight basic differentiation 
such as detergents, cigarettes, and coffee. The 
image of a product is the result of many associa- 
tions: a well-chosen brand name (Jell-O for 
desserts, Bell for telephones), advertising, pub- 
licity, packaging, and even the length of the 
product's existence. 

What to do about it? Management should 
evaluate its brand's current public image, the 
differences seen by different important consumer 
groups, and the image of competing brands. 
From these insights management can formulate 
specific plans to overcome image limitations and 
build on image strengths. 

A promotional campaign should be designed 
not only for immediate returns but also for a 
long-term investment in the reputation of the 
brand. This latter viewpoint means that: 


(1) Copy has symbolic as well as literal mean- 
ings. 

(2) Color and illustration have a social and psy- 
chological aspect in addition to their esthetic 
appeals. 
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(3) Media selection should be related to a brand 
image plan and not merely geared to circula- 
tion figures. 

(4) Research should seek out ideas and mean- 
ings as well as audience statistics. 


1.5 How Advertising Can Use Psychology’s 
Rules of Learning. Steuart H. Britt, 


Printers’ Ink, September 23, 1955, pp- 74- 
8o. [E.J.K.] 


The article lists 20 principles of learning es- 
tablished experimentally by psychologists and 
practical applications for advertising use. The 
principles are based on the concept that in every 
advertisement the objective is to have the reader 
learn something and remember what he learned. 


1.6 Eleven Principles for Profitable Advertising. 
C. B. Larrabee, Printers’ Ink, August 5, 
1955, P- 24. [E.J-K.] 

An eleven-point formula—“based on tested 
principles, not on revolutionary new theories” — 
is presented for “profit building advertising.” 
The points included may be summarized as 
planning, flexibility, merchandising, timing, co- 
operation, concentration, personality, self-in- 
terest, honesty, communication within the ad- 
vertising organization, and repetition. Research 
was not included in the formula. 


1.7 How Reader's Digest Reached Its Switch to 
Advertising. John F. Maloney, Printers’ 
Ink, September 16, 1955, pp. 32-36. [£.J.K.] 


The research methods used by the Digest in 
determining reader reaction to the inclusion of 
advertising in the magazine are described. Mail, 
telephone, and personal interviews were used in 
Canada and the United States before and after 
the change was made. After the decision was 
made, go per cent of the readers said they would 
rather pay 25, cents for the Digest with advertise- 
ments than 35 cents without it—which was the 
only practical alternative to not carrying adver- 
tisements. This go per cent affirmative response 
may be compared with the 79 per cent who fav- 
ored the 25,-cent price with advertising in a sur- 
vey made before the change. 


2. AREA ANALYSIS 


2.1 What Will New Industry Mean to My 
Town? Department of Commerce, April 

1955. 19pp. 15¢ [K.A.c.] 
Depicts impact of changes resulting from ar- 
rival of a new industry in a small town on: pop- 


ulation and housing; town and county finances 
and services; agriculture; commerce and wade. 
Contains two case studies, Lists selected refer- 
ences. 


2A. AREA ANALYSIS: RETAIL TRADING 
AREAS 


2A.1 The Rise of Shopping Centers. Gordon H. 
Stedman, Journal of Retailing, Spring 
1955, pp. 11-26, and Shopping Centers 
and Local Government. Gordon H. Sted- 
man, Journal of Retailing, Summer 1955, 
77°87. [s-c.4.] 

The first of these two articles, forming part of 
a series on suburban growth and retailing devel- 
opment, is devoted to an excellent summary of 
general rules concerning shopping center devel- 
opment. Stedman uses the familiar classification 
of neighborhood, community, and regional cen- 
ters to indicate the types of stores typically in- 
cluded in each category. He traces the develop- 
ment of organized centers in the United States 
back to the J. C. Nichols’ Country Club Plaza in 
Kansas City and Prather’s Highland Park de- 
velopment near Dallas, both belonging to the 
early decades of this century. These, in turn, are 
shown to have been inspired by the garden-city 
developments in England and are also a logical 
extension of the ancient concept of the market 
place. The centers in which the stores are 
grouped around a central court are closely re- 
lated to the “galleries” of Europe and also bear 
some resemblance to early department-store 
planning in this country. 

Among the items to be considered in develop- 
ing a center are: (1) economic studies of the 
center's potential trade, which Stedman believes 
should be based on adaptations of Reilly's Law 
to consider purchasing power and merchandise 
assortments; (2) site location in terms of conven- 
ience, possible expansion, cost, water supply, 
sewers, storm drainage, and electric power; (the 
arguments for and against high-trafhe versus 
cornfield locations are presented); (§) zoning, 
to prevent fringe pirating and promotional ac- 
tivity; (4) merchandise planning; (5) internal 
traffic, parking, and land-use planning; and (6) 
financing. 

The second article illustrates not only the 
governmental problems faced by center devel- 
opers but also shows the many complex impacts 
local governments have upon retailing and mar- 
keting in general. Stedman first considers the 
many problems developers face in obtaining 
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favorable zoning decisions. Other problems con- 
sidered are those of access roads and the alloca- 
cation of their costs, tax problems, the provision 
of traffic and protection-police services at reason- 
able cost and with due regard for the interests 
and authority of existing forces, fire protection 
and sanitary services, and the particularly thorny 
difficulties presented by conflicting or overlap- 
ping jurisdictions within the confines of one 
center. Stedman's point seems to be that all 
these problems call for extremely careful plan- 
ning and especially tactful negotiation on the 
part of the developers. 


2C. AREA ANALYSIS: INTERREGIONAL 
TRADE 


2C.1 Spatial Equilibrium Models of the Live- 
stock-Feed Economy. Karl A. Fox and 
Richard C, Taeuber, American Economic 
Review, September 1955, pp. 584-608. 
[s.c.11.] 


The authors construct a model to determine 
the optimum trading arrangements in feed and 
in livestock among ten regions into which they 
divide the United States. Given certain variables 
—such as the production of livestock, the pro- 
duction of feed, the human population, dispos- 
able personal income per capita, and the supply 
and demand functions for feed and livestock in 
each area—as well as existing freight rates, an 
equilibrium solution is derived. The number of 
“givens” necessary to reach the solution consti- 
tutes the chief limitation of the approach. Nev- 
ertheless, Fox and Taeuber argue that the in- 
formation needed for empirical use of the 
model, such as statistical supply and demand 
functions, does exist for basic agricultural prod- 
ucts. They also feel that there is no conceptual 
barrier, although there are operating difficulties, 
to the derivation of such information for im- 
portant industrial products. They also point out 
that operations research groups have successfully 
applied somewhat simpler “transportation” and 
“contract award” models to a considerable num- 
ber of practical problems. 


2C.2 Middle-Atlantic Geographic Corridors. 
Richmond E. Myers, The Scientific 
Monthly, May 1955, pp. 310-19. 


Myers explores the economic value of several 
“corridors” in the Mid-Atlantic United States. 
“The term corridor implies a passageway. Any 


natural passageway across a natural barrier may 
constitute a corridor in the physical sense, but to 
possess any value the passageway must do one of 
two things. It must either connect two regions 
that can be mutually benefited economically by 
the use of the corridor or it must open up a re- 
gion’s natural resources to outside markets.” 
‘The serviceableness of a corridor depends upon 
several factors, to wit: 


(1) Ease of grade, since very steep grades hinder 
transport media. 

(2) Width of passageway, wide corridors being 
preferred to narrow ones. 

(3) Straightness of course, since winding cor- 
ridors increase the time and distance in- 
volved in passage. 

(4) Presence or lack of a navigable river, since 
rivers usually facilitate cheap transport. 

(5) Presence or lack of seasonal blockade. 

(6) Political control. 

(7) Most important, the resources of the regions 
served 


The degree to which various portions of the 
Susquehanna, Mohawk, Schuy!kill, Delaware, 
and Lehigh valleys are utilized is examined in 
the light of the above factors. The corridor 
value of the Susquehanna has fluctuated greatly 
from time to time; but, in spite of certain defi- 
nite physical limitations, it has often been an 
important passageway for coal, lumber, iron, 
and other products. The upper portions of the 
Schuylkill, on the other hand, failed to develop 
as a through corridor because of mountains 
north of Pottsville and because of the termina- 
tion of navigation at about that point. The 
Delaware valley has never developed as a 
throughway because it does not connect regions 
interested in exchanging with each other. Con- 
trarily, on both economic and physical grounds, 
the Mohawk valley has enjoyed constantly in- 
creasing utilization. 


3. BIBLIOGRAPHIES 


3.1 U.S. Government Statistical Publications for 
the Food Industries. U.S. Department of 
Commerce, August 5, 1955, 22pp. 3o¢, 
[K.A.G.] 


Lists and indexes statistical publications of 
ten government agencies, covering raw materials 
and products of food industries; to some ex- 


tent represents a history of food statistics in the 
United States. 
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6. COSTS AND EFFICIENCY 


6.1 Recent Developments in Cost Accounting 
and the “Marginal Analysis.” James S. 
Early, Journal of Political Economy, June 
1955, P- 227. [R.J.H.] 


Here is a welcome report of a series of re- 
search bulletins published over the past several 
years by the National Association of Cost Ac- 
countants. It is welcome because it shows the 
way in which marketing practitioners, with an 
affinity for economic theory of the firm and espe- 
cially marginal analysis, can benefit from recent 
developments on the theoretical frontier of ac- 
counting for management decisions. In addi- 
tion to pointing the direction of the “new ac- 
counting,” the article contains a wealth of foot- 
noted references for the exploitation of those 
who see promise of improved decision-making 
within the firm growing out of the union of cost 
accounting and marginalist economic firm the- 
ory. 


7. CUSTOMER ANALYSIS 


7.1 Social Mobility Trends in the United States. 
Ely Chinoy, American Sociological Re- 
view, April 1955, p. 80. [R.J..] 


The rate of upward mobility, usually as indi- 
cated by occupational status, is commonly as- 
serted to have declined. Chinoy reports a series 
of studies which leaves this assertion in consid- 
erable doubt, critically examines the inlerences 
about vertical mobility, and enters a plea for 
more studies. 

‘The importance of the article to marketers is 
the lucid appraisal of the current status of the 
evidence on vertical mobility in American so- 
ciety and the ready references for further in- 
vestigation for those who believe this topic of 
relevance in understanding earning and spend- 
ing behavior. 


7.2 Implications of the Rising Standard of Liv- 
ing in the United States. W. F. Ogburn, 
American Journal of Sociology, May 1955, 
p- 541. [R.J-H.] 


Continuing from a previous article in the 
same journal (January 1955, p. 380), which 
showed that the standard of living in the United 
States was twice as high at midcentury as at the 
beginning, Ogburn asks what are the effects of 
this spectacular change and what are the prob- 


abilities of a continuing rise during the second 
half. 

The discussion centers on the reduction of 
poverty, improvement of health, lessened ap- 
peal of socialism, the creation of a much bigger 
market for mass production, lifting the con- 
sumption expenditures of the working class to 
those of the present middle classes, and the 
modification of the types of family expenditure. 
The median family income in 1950 dollars in the 
year 2000 is expected to be of the order of $6,600. 


7A. CUSTOMER ANALYSIS: BUSINESS CUS- 
TOMERS 


7A.1 Obsolescence and Technological Change 
in a Maturing Economy. Morris Fran<el, 
American Economic Review, June 1955, 


pp. 296-319. [s.c.1.] 


Orthodox economic theory has always as- 
sumed that sunk costs are of no valid managerial 
interest with regard to the replacement of ex- 
isting machinery and equipment. The important 
questions are the future costs and returns result- 
ing from the new capital as opposed to the old. 
On the other hand, Veblen argued that in prac- 
tice the existence of a substantial large-scale 
technology would tend to deter change. 

Frankel tests the Veblenian argument through 
theoretical consideration and through empirical 
reference to British and American technologies. 
His conclusions come to support (only slightly 
qualified) the Veblenian position. This support 
is based upon the phenomenon of “interrelated. 
ness,” that is, the fact that the manager is usually 
faced with the question of replacing or chang- 
ing a particular unit which must be fitted into 
the existing technology of the firm and the in- 
dustry. Many proposed innovations would be 
much more economical than their existing coun- 
terparts if all users would change at the same 
time so as to induce economies of scale in the 
production of raw materials or parts for the 
new machines or so as to reduce the costs of the 
new machines. In other cases, innovations would 
be desirable if the plants in which they were to 
be fitted were changed in some way or other. In 
other words, changes of components are re- 
tarded by the costs of changing entire tech 
nologies. 

While the evidence constitutes support of the 
Veblenian position, it really does not refute the 
orthodox strictures against attention to such 
costs. What it does do is to point up all of the 
relevant future costs involved in change. 
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7B. CUSTOMER ANALYSIS: ULTIMATE 
CUSTOMERS 


7B.1 1955 Survey of Consumer Finance. Federal 
Reserve Bulletin, March, May, June, and 
August, 1955. [K.A.c.] 

This series of four articles reports the results 
of the personal-interview survey conducted an- 
nually since 1947 in cooperation with the Sur- 
vey Research Center of the University of Michi- 
gan to obtain information on consumers’ finan- 
cial position, their views about their own and 
general economic prospects, and purchasing 
plans. 

The first article gives preliminary findings in 
percentages, comparatively by years, for: income; 
size of liquid assets; plans to purchase houses; 
home improvements and maintenance; new 
automobiles; used automobiles; and furniture 
and major household appliances. The second 
articles summarizes survey data on purchases of 
consumer durables in 1954, particularly auto- 
mobiles, furniture, major household appliances, 
and television sets. Plans to purchase in 1955 
and automobile ownership figures are given. 

The third article reviews data on consumer 
income before tax payments, average disposable 
income by income class groups, liquid asset 
holdings, size of stock holdings, and short-term 
personal debts. Detailed breakdowns are given. 
The last article analyzes ownership of houses, 
purchases during 1954, and factors influencing 
demand for houses. 


7B.2 A Neglected Market. Robert K. Otter- 
bourg, Journal of Retailing, Summer 
1955. pp- 67-72. [8.c.H.] 

Pharmaceutical manufacturers and food pack- 
ers have been relatively quick to realize the 
importance of the consumer markets located in 
the age brackets 45-65 and over 65. One baby 
food manufacturer reports growing demand for 
its strained and predigested foods among elderly 
people. Cosmetic and drug manufacturers also 
note increased demand among the older groups. 
One dog and cat supply manufacturer found 
that ads slanted toward elderly pet lovers were 
more successful that conventional illustrations 
and copy appeals. 

But clothing, appliance, and furniture manu- 
facturers have failed to realize the economic im- 
portance of such groups. The active, high-in- 
come people between 45 and 65 years of age and 
the consuming pensioners and annuitants over 
age 65 represent a virtually untapped market. 


The successful experience of Lord & Taylor 
(New York) in operating a special apparel de- 
partment for older customers is cited as evi- 
dence. 


9. FOREIGN MARKETING 


9.1 Birth of a Mass Market. Howard P. Whid- 
den, Harvard Business Review, May- 
June, 1955, pp. 101-7. [J.m.x.] 


This fascinating and significant discussion of 
fundamental change in European consumption 
patterns will force many Americans to recon- 
struct and update their conceptions of British 
and especially continental consumers—how they 
think, how they purchase, and how they con- 
sume. Mr. Whidden bases his thesis on the rise 
of an “upper working class” or the widening of 
the middle class to include more and more 
skilled workers; furthermore, he underlines the 
development of a marketing system which, like 
ours, is fashioned to the needs of a one-class 
market. 

The author isolates four basic social and eco- 
nomic shifts in accounting for this “New Look” 
in European consumer markets: (1) Full em- 
ployment social benefits and higher real wages 
for industrial workers have raised the purchas- 
ing power of the working class. (2) The prefer- 
ences of this new class are setting the patterns 
for consumer goods in most European countries. 
The tastes of the mass market are exerting 
greater pressure on the seller than those of the 
rich. (g) The expansion of credit facilities in 
Britain and to a lesser (but growing) extent on 
the continent is playing the same significant part 
in the expansion of consumer buying that it did 
in the United States. (4) Chain stores, mail or- 
der houses, and self-service groceries are ex- 
panding notably. 

The reality of refrigerators, automobiles, tele- 
vision, and vacuum cleaners to the typical Eu- 
ropean worker will provide a strong incentive 
for greater productivity and will strengthen re- 
sistance to communist appeals. The whole Free 
World will, of course, be tremendously bene- 
fited by the healthier morale of West European 
industrial workers. There will be bigger trade 
and investment opportunities for American busi- 
ness; there will also be a greater demand for 
American technical and marketing know-how. 

Some European businessmen see a major 
problem in this expansion of domestic sales: 
most European countries depend heavily on ex- 
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ports and imports; any substantial rise in do- 
mestic consumption and prices will cut exports 
and raise import prices. On the other hand, Mr. 
Whidden cites the favorable effect on costs of 
mass production. As The Economist points out: 
“If refrigerators and television sets... re- 
stricted markets in this country, it is probable 
that costs of production would be higher and 
British competitive power in world markets less.” 

Nevertheless, the author recognizes several 
limits on the expansion of the European mass 
market: the necessity to maintain exports places 
a physical limit of sorts on the expansion of per- 
sonal consumption; likewise, defense needs will 
take some precedence; there is still considerable 
resistance to change within the business com- 
munity. 


9.2 World Economic Report, 1953-54 and Eco- 
nomic Developments in the Middle East, 
1945 to 1954 (An annual and a supple- 
ment). United Nations, July 1955, 163pp. 
and 236pp. $1.75 and $2.50. Columbia 
University Press. [k.A.c.] 


The first is a comprehensive appraisal of 
world economic conditions and trends. It covers 


major national economic changes in countries — 


developed by private enterprise, centrally 
planned economies, and economically under- 
developed countries. It also treats international 
trade and payments. The supplement is an 
analysis of main economic trends in the Middle 
East, including Egypt, Iran, Iraq, Israel, Jordan, 
Lebanon, Saudi Arabia, th¢ Sudan, Syria, and 
Turkey. 


9.3 Trade Agreements Manual: A Survey of 
Selected Data Relating to Trade Agree- 
ments that the United States Has Negoti- 
ated Since 1934 (First Edition), U.S. Tar- 
iff Commission, March 1955, 49pp. Free. 
[K.A.G.] 


Shows status of all agreements on March 1, 
1955. Gives master list of all agreements under 
Trade Agreements Act as of this date. Considers 
U.S. trade-agreement publications, present and 
past; lists countries with which we may have 
trade agreements in the near future; those with 
which we have had trade-agreement obligations 
in the past; those from whom we have with- 
drawn trade-agreement concessions. Gives in- 
formation about general agreements on tariffs 
and trades. 


94 The European Steel Market in 1954. United 
Nations. Columbia University Press, June 
1955. 45PP- $1.00. [K.A.c.] 


Tables and discussion on trends of produc- 
tion, demand, prices and price policy, growth 
of capacity, modernization, overseas develop- 
ments, etc. 


9.5 National Accounts Income and Expendi- 
ture (Canada): 1951-54. Dominion Bu- 
reau of Statistics, Ottawa, Canada, 1955. 
55PP- [K-A.<.] 

Brief review of 1954 economic developments, 
including data on: national income, gross na- 
tional product, implicit price deflators, income 
and expenditure accounts by sectors, industrial 
distribution of national income, geographical 
distribution of personal income, and population 
by provinces and civilian labor force. 


10. GENERAL MARKETING STUDIES 


10.1 The Housing Market. Business Week, June 
25, 1955, p. 118. 


Housing starts are now running at an annual 
rate of about 1.4 million and rate of household 
formation is about 600,000 a year. How long can 
we go on building at a rate more than double 
that of household formation? Business Week 
studies the determinants of housing construc- 
tion other than the single factor posed in this 
question, 

U.S. family incomes are rising and many who 
had expected to live in rented houses or apart- 
ments are able to demand their own house. 
Studies of Robinson Newcomb, a Washington 
economic consultant specializing in housing, in- 
dicate the nature of the present and future 
housing market. Most of the demand for new 
housing comes from families with incomes of 
$4,000 or more and this group is growing. In 
1950-1955 the yearly increase for all households 
was only 820,000; but households with incomes 
of $4,000 and over grew 2,020,000, Lower in- 
come families are moving up the scale. New- 
comb’s estimates for 1955-1960 show families 
with over $4,000 incomes \increasing by 1,960,- 
000 a year though total households will increase 
by only 620,000 a year. In 1960-1965 he expects 
the annual rate of increase of families in the 
market for new housing will be 1,460,000. These 
estimates assume the present rate of growth for 
population and the economy which, in fact, may 
not be realized. 


296 


THE JOURNAL OF MARKETING 


10.2 The Housing Market. Survey of Current 
Business, May 1955, p- 1%. [K-A.G.] 


Analysis of factors associated with today’s de- 
mand for housing, including favorable credit, 
attractive purchasing terms, ample mortgage 
funds, rise in income, and larger living quarters. 


10.3 What Manufacturers Offer Retailers in 
Fixtures and Layout. T. Dart Ellsworth 
and Harry Steinberger, Journal of Retail- 
ing, Summer 1955, pp. 49°55- [8-C-H.] 

Many interesting and difficult legal and com- 
mercial problems in manufacturer-dealer rela- 
tionships center around the question of what 
equipment and services should be provided by 
the manufacturer. This study, based on a mail 
questionnaire sent to 370 manufacturers of vari- 
ous commodities, from whom 105, usable replies 
were received, discovered that: 

“Three in five manufacturers provide retail- 
ers with specially designed fixtures, while only 
one in three provides store layout service, Most 
manufacturers sell these fixtures outright and 
require retailers to meet no minimum standards 
in order to acquire the fixtures. Nine in ten 
manufacturers supply fixtures with their own 
name thereon and cite ‘brand identification’ as 
their chief reason for doing so. Four in five 
manufacturers believe that their fixtures are 
most cflective in helping customers select mer- 
chandise, and three in five state that department 
stores make the most productive use of their fix- 
tures.” Unfortunately, no indication is given as 
to the basis of sample selection or the possi- 
bilities of respondent-nonrespondent bias; con- 
sequently, the projectability of these figures is 
open to doubt. 


10.4 U.S. Negro Market—Growing Target for 
Advertisers. Victor J. Dalbaire, Printers’ 
Ink, September 16, 1955, pp. 52-62. [e.J.K.] 


About 10 per cent of the United States popu- 
lation is Negro; before long, it is likely to be 
11 or 12 per cent. The article reports examples 
of advertisers who have successfully appealed to 
the Negro market as a separate segment of the 
national market. 

American Negroes are expected to earn at 
least $16 billion in 1955—more than the total 
income of Canada. The college enrollment of 
Negroes now is larger than the total of all col- 
leges and universities in the British Isles. Negro 
college enrollment increased more than 2500 
per cent between 1ggo and 1950. Surveys have 


shown Negroes to be we brand conscious, 
perhaps due to a desire to show status. 


10.5 Parker Pen—A Close Look at a Marketing 
Storm Center. Printers’ Ink, September g, 
1955, PP- 31-78. [f.J.K.] 

This report surveys the Parker Pen marketing 
program. The changes in product and market- 
ing strategy which the management is making 
in a radically changing industry are described. 
A new tactical relationship among market re- 
search, new product development, advertising, 
and selling is featured. The effects of the new 
strategy is described in terms of new ideas and 
products, advertising and sales, product and 
marketing research, and sales forecasting. 


11. GOVERNMENT REGULATION 


11.1 The Effects of Fair Trade: Fact and Fic- 
tion in the Statistical Findings. Marvin 
Frankel, The Journal of Business, July 
1955, pp. 182-94. |S.c.H.] 

Frankel reviews a large number of statistical 
studies, conducted at various times during a 
twenty-year period, attempting to measure the 
influence of resale price maintenance. He notes 
that these studies have been confined almost 
entirely to drugs and drug-store items—in itself 
a possible source of bias. 

Serious strictures can be laid against all of 
the studies made to date. Small and probably 
unrepresentative samples (with regard to areas, 
stores, and items) have been used. Frequently 
the raw data have been proprietors’ recollections 
of prices charged at past dates—sometimes as 
much as three years prior to the survey date. In 
at least one case, trade-journal editorials may 
have biased the results. Several studies have 
concentrated upon the wrong item such as ad- 
vertised prices, wholesale prices, or manufac- 
turers’ suggested prices. These, while constitut- 
ing interesting data, are not significant answers 
to the question of the effect of price mainte- 
nance upon average prices paid by consumers. 

Standards for weighing and evaluating the 
results have been woefully lax. Control groups 
have been omitted from many of the studies. 
Consequently, Frankel feels that most of the 
time and energy devoted to these price studies 
have been wasted. At the same time, he believes 
that the nature of the difficulties of investiga- 
tion pose extremely serious obstacles to success- 
ful future empirical inquiry. 
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11.2 An Appraisal of Loss Leader Selling. Mur- 
ray C. Kemp, The Canadian Journal of 
Economics and Political Science, May 
1955» PP- 245-50. [S.C.H.] 

Loss leaders may or may not be detrimental to 
public policy. Control of predatory loss leaders 
could be obtained by statutory requirements 
that any firm selling a commodity for less than 
replacement cost must undertake to sell the 
item to any purchasers, even competing retailers, 
in amounts limited only by the size of the price 
cutter’s stocks. Efficient competitors could not 
then be driven out of business since, by buying 
up the competitor's stock, they could force him 
to bear all of the loss without attracting any new 
trade. At the same time, genuine clearances de- 
signed to move distressed or perishable stocks 
would probably be totally unaffected, since com- 
petitors would not want to take possession of 
such merchandise. 


12. HISTORY AND TRENDS 


12.1 It Means a Big Shift in the Economy by 
1975. Business Week, May 21, 1955, p. 187. 
[R.J-H.] 

Business Week analyzes the Census Bureau's 
demographic predictions for 1975. Within an 
over-all population increase of 70 million, the 
age groups over 65 and under 15 will exhibit a 
faster rate of growth than the “worker” group. 
Economists have interpreted the implications of 
these trends in terms of growing demand for 
labor, rising wage rates, a larger market for 
labor-saving devices, increasing pressure for 
mechanization, growth in college enrollments, 
rise in the demand for teen-age goods and serv- 
ices, and increased pension load on the econ- 
omy. 

The Census Bureau predictions have under- 
estimated the birthrate in the 1950-1955 forecast 
period. For example, in 1954 an estimated 
4,021,000 babies were born (an all-time record) 
in spite of fewer marriages (1,476,000 in 1954 and 
1,533,000 in 1953). Also the forecasters’ predic- 
tion of a serious displacement of labor caused 
by the rise of automation and agricultural mech- 
‘anization has gone awry in the early stages at 
_least. For example, manufacturing’s share of the 
‘workers has risen from 17 per cent in 1935 to 
yabout 25 per cent today and the increase has 
«pccurred primarily in those areas where auto- 
‘gnatic equipment is being introduced most rap- 
sidly. 

+ Demographers’ forecasts of the 1930's for a 
“stable or declining population have been re- 


placed by their present projections of continued 
growth. 

Some of the trends are interesting from a 
marketing standpoint: 


(1) In 1940, 15.9 per cent of couples were child. 
less while today 10 per cent are. 
(2) In 1890, the percentage of single adults (over 
14) was 36.7 per cent and in 1954, it was 
28.4 per cent. The most significant increase 
in the proportion of married people—which 
grew from 57.9 per cent to 66.7 per cent- 
came during the 1940's. 
In 1940, there were 3.76 persons per family; 
in 1950, 3.54; and in 1954, 3.59 so the fam 
ily remains small but better and separately 
housed. 
The level of education is rising; for example, 
last year a greater percentage of high school 
graduates went to college than ever before. 
Last year's marriage rate (9.2 per 1,000 pop- 
ulation—lowest since 1933) reflected the 
birthrate of the 1930's. But, when the babies 
of the 1940's reach marriageable age in the 
1960's, the marriage rate should increase 
substantially. 


(3) 


(4 


(5) 


The trends suggest optimistic population esti- 
mates. 

How many workers will there be in the labor 
force? 

Present labor force totals 67.8 million (in- 
cluding 3.2 million in armed forces). Of the 
civilians, 61.7 million are employed and 2.9 mil- 
lion are unemployed. But the labor force ex- 
pands and contracts flexibly with demand. 

The potential labor force now is larger—Cen- 
sus includes everyone between age 14 and 65, 
that is, about 102 million. So the actual labor 
force is 41 per cent of the total population and 
about 66 per cent of the potential labor force. 

To maintain the 41 per cent that has been the 
rate for several decades, go million workers will 
be needed in 1975. This number would be close 
to 66 per cent of the 135 million potential labor 
force predicted by the Census Bureau. Most of 
these people have already been born so the 
projections are trustworthy. 


16. MARKETING OF 
AND SERVICES 


16.1 Market Researchers See Product Changes 
in Near Future. Harold fF. Green, Print 
ers’ Ink, September 24, 1955, p. 64. 


SPECIFIC GOODS 


There will be more product innovation in 
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the years ahead at a faster rate than heretofore. 
This will place a premium on accurate sales 
forecasting. ‘This was a consensus reached at 
the Conference on Consumer Behavior held at 
Ann Arbor. Among the reasons for expecting 
more innovation were: an optimistic economic 
outlook, population increases, growing accept- 
ance of innovation, and a growing demand for 
more variations in mass products. 


16A. MARKETING OF SPECIFIC GOODS 
AND SERVICES: AGRICULTURAL 
GOODS AND RAW MATERIALS 


16A.1 The Market Potential for Fats and Oils 
in Drying-Oil Uses. Battelle Memorial In- 
stitute for Department of Agriculture. 
(Marketing Research Report No. go), 
April 1955, 65¢ (Single copy free). [K.a.c.] 


In recent years, drying oils have encountered 
increased competition from synthetic materials. 
However, despite intensive research and effec- 
tive promotion of synthetics, drying oils are still 
staple raw materials for film-forming industrial 
products. Drying oils have and are likely to re- 
tain an important position, but they are meeting 
substantial competition. This competition will 
increase unless research finds new uses for them, 
new ways to overcome their inherent weak- 
nesses, and new methods to produce both the 
oils and their derivatives more cheaply. 

The study showed that linseed oil continues 
to dominate the drying oils because of its unique 
adaptability to exterior house paints. So far, no 
satisfactory substitute for linseed oil has been 
developed for this use. 

Synthetic materials are taking a growing share 
of the respective markets for protective coatings, 
floor coverings, printing inks, and core oils be- 
cause the synthetics have desirable properties 
for certain uses not found in the drying oils. 
Rubber and water-mix paints have been taking 
a larger share of the protective-coating market 
chiefly because of the trend toward amateur 
home maintenance. Tall oil, a by-product of 
paper manufacture, has taken a larger share of 
the protective-coating market mainly because of 
its relatively low cost. 

The drying oils, or simple chemical modifica- 
tions of them, enjoy widespread use in protec- 
tive coating and other products because they are 
inexpensive raw materials that have film-form 
ing properties adequate to meet the needs of 
many applications. 


16A.2 Wool Grease—the Economics of Recov- 
ery and Utilization in the United States. 
Lowell Technological Institute Research 
Foundation for the Department of Agri- 
culture (Marketing Research Report No. 
8g), June 1955, $1.00 (Single copy free). 
[K.A.G.] 


This report, the first comprehensive study of 
wool grease recovery and use in the United 
States, indicates that an increase in annual pro- 
duction would help to stabilize the supply and 
price of this wool by-product. A steady demand 
is believed to be available to absorb the added 
production without unreasonably low prices. In- 
creases in production could also improve waste 
disposal which could contribute to the abate- 
ment of stream pollution. 

An increased supply of wool grease will not 
solve all of the industry's problems nor com- 
pletely eliminate fluctuations in supply and 
price. But, the same fluctuations around a higher 
mean annual production would have substan- 
tially less serious effects. Reductions below an 
already low level of wool grease production in 
the United States can cause severe financial loss 
to industrial users, who experience not only 
price increases but actual physical shortages. 
The uncertainty of the supply of wool grease 
has persuaded many firms to seek less satisfac- 
tory, but more plentiful, substitutes. 

It appears that wool grease producers could 
profitably increase their production and con- 
tribute to greater dependability of supply by in- 
vesting in additional grease-recovery equipment, 
adopting longer-run price policies with a view 
to building markets, and cooperating with refin- 
ers in a research program to find improved re- 
covery methods. 

The study involved all wool grease refiners, 
nearly all grease scourers, and a cross-section of 
the industrial users of the grease. 


16B. MARKETING OF SPECIFIC GOODS 
AND SERVICES: INDUSTRIAL GOODS 


16B.1 Can Motivation Research Help Indus 
trial Advertisers? Industrial Marketing, 
June 1955, pp. 104-5 ff. [j.m.Rr.] 

The answer is yes according to a panel of ex- 
perts at the Ohio Valley Industrial Advertising 
Conference on Motivation Research. However, 
there was general agreement that not too much 
should be expected of MR at this rather early 
stage in its development. 

Stuart Siebert, Vice President of Weiss & 
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4 
Aseller, clearly states the applicability of motiva- 
Aion research to industrial marketing: “it is de- 
‘signed . . . simply to help us understand our 
Fustomer a little better and so to reach him with 
the words, illustrations, and ideas that will hit 
éthat pocket-book nerve.” And this, Mr. Siebert 
‘points out, is just as applicable to Inland Steel's 
{customers as it is to Wrigley's, for “industrial 
customers are people, too.” For example, in one 
“case conventional opinion research showed Mr. 
*Siebert’s client stood high among its customers, 
+ whereas a motivation research study disclosed 
¢that among small customers there was a feeling 
generated by advertising themes and salesmen’s 
* attitudes that they were merely tolerated; an- 
: other industrial client served many markets and 
4 had to decide on either a horizontal campaign 
stressing diversification or separate campaigns 
for the different industrial markets. Through 
depth interviewing, it was discovered in this par- 
ticular case size and diversification induced a 
favorable attitude toward the company on the 
part of its customers. In this same study, much 
was learned of the buried reactions of executives 
toward industrial advertising. 


16B.2 Trends in Chemical Marketing. W. M. 
Russell, Chemical and Engineering News, 
August 29, 1955, pp. 3622-23. [w.c.] 

Chemical industry marketers may as well face 
the fact that the boom is over: customers will no 
longer come to them; they must seek the cus- 
tomer. Overproduction, as the result of large 
postwar investment, is the present state. Sales 
tactics must be revised to meet stiff competition. 

Special sales-training courses are being initiated, 

including courses in methods of sales training. 

Job descriptions are being rewritten to estab- 

lish yardsticks of performance. Market research 

groups are being established and enlarged with 
emphasis on evaluation of territories, accounts, 
and potentials. The question of incentive pay 
systems is being reexamined. Research efforts 
are being increased to reduce production costs. 

Advertising programs are being intensified. 

Products and their packaging are being more 

tailor-made to specific customer requirements. 

In these and other ways the chemical industry 

is meeting the present challenge of a returning 

buyer's market. 


16B.3 International Iron and Steel Industry 
Report. Vol. I, No. 1. Department of 
Commerce, March 1955, 27pp. 20¢. [K.A.G.} 


First issue of new quarterly scheduled to re- 


view significant aspects of production, distribu- 
tion, and consumption of iron and steel prod- 
ucts and steel-making raw materials, worldwide. 
Presents summary of foreign trade of United 
States in 1954, by product and country of des- 
tination; and world production and capacity to 
produce steel. 


16C. MARKETING OF SPECIFIC GOODS 
AND SERVICES: MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Appliances: Service Means More. Busi- 
ness Week, April 16, 1955, p. 41. (Rj.1.] 


In the marketing of appliances the trend is 
toward centralizing of sales promotion, holding 
of inventory and servicing after sale, and a 
weakening of the retail dealer. 

The evidence is accumulating by fragments 
that General Electric's plans and behavior are 
based on these trends. President Cordiner of 
G.E. said that G.E.’s study of appliance market- 
ing disclosed that customers regard servicing as 
more important than price, style, or any other 
factor. Consequently, G.E. is considering ex- 
tending its system of factoryowned regional 
warehouse and service centers in line with its 
earlier experiments in New York and elsewhere. 
G.E. evidently “foresees the day when these cen- 
ters will relieve the retailer of holding inven- 
tory. The dealer would take the customer's 
order and pass it along to the central distribu- 
tion center, which in turn would ship the appli- 
ance directly to the customer.” Dealer margins 
would then be reduced since service costs would 
no longer be his responsibility. 


18. PRICES AND PRICE POLICIES 


18.1 Soviet Price Reductions for Consumer 
Goods. Colin D. and Rosemary G. Camp- 
bell, American Economic Review, Sep- 
tember 1955, pp. 609-25. [8.c.1.] 


In contrast to the general tendency in the 
Western world, money prices for many con- 
sumer goods were rather sharply reduced in 
Soviet Russia during the period 1948-1954. In 
an effort to discover the causes of the reductions, 
the Campbells have analyzed a considerable 
number of translated articles appearing in The 
Current Digest of the Soviet Press. While their 
analysis sheds some light on Soviet marketing 
and pricing practices, it also indicates that much 
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of Russian economic operations are still shrouded 
in mystery. 

Apparently the price reductions were due to 
several factors: (1) a real increase in the supply 
of consumer goods and an implied probable in- 
crease in the productivity of facilities devoted 
to such goods; (2) a conscious deflationary policy 
which has held down money wages and other 
factor costs; (3) an appreciation of the propa- 
ganda value (both for internal and external 
consumption) inherent in consumer price reduc- 
tion; (4) an ability to alter prices by edict with- 
out regard to market conditions; (5) a feeling 
that, since constant price reductions tend to re- 
duce hoarding of raw materials by factory man- 
agers, deflation actually increases output in a 
managed economy; and (6) a feeling that prices 
below equilibrium clear the market very rap- 
idly (in fact, induce shortages) and consequently 
reduce the costs of maintaining inventories in 
the distributive channels. 

The Campbells are critical of Dobbs’ thesis 
that inventory manipulation is a useful device 
for regulating market conditions in Russia. 
(M. Dobb, “A Note on Turnover Tax and 
Prices,” Soviet Studies, January, 1953.) They be- 
lieve that there is a conscious inventory mini- 
mization policy. The discussion should appeal to 
those marketing students who have been inter- 
ested in the role of inventories in our own pric- 
ing practices (cf. W. J. Eiteman, Price Determt- 
nation, Business Practice versus Economic 
Theory, University of Michigan, 1949) as well as 
those interested in comparative marketing 
studies (cf. Cost and Profit Outlook, Alderson 
and Sessions, August, 1955). ‘he Campbells re- 
port the development of very active “black” and 
“gray” markets as a result of the price-reduction 


policy. 


18.2. Some Thoughts on the Pricing of Tele- 
vision Receivers. Frank A. Friday, The 
Journal of Industrial Economics, April 
1955, pp. 


Friday's account of British television pricing 
will interest American members of the appli- 
ance industry, since he proceeds on the assump- 
tion of complete observance of fixed resale prices 
and historic distributive margins. Due to the 
rigidity of both retail price and manufacturers’ 
production schedules, changes in demand over, 
say, a six-month period, will simply induce 
changes in inventory levels rather than prices. 

Prices are built up by estimating demand at 
various price levels, then estimating normal costs 


at the estimated volumes, applying “normal” or 
“experience” multipliers to the cost so deter- 
mined, and comparing the resultant prices with 
the prices used for estimating volume and with 
competitors’ anticipated prices. Considerable 
leeway exists for managerial decisions with re- 
gard to actual prices. 


18.3 Average Retail Prices: Collection and Cal- 
culation Techniques and Problems. U.S. 
Bureau of Labor Statistics (Bulletin No. 
1182), June 1955. 105pp. 55¢. [K-A.G.] 

Initiates recurrent presentation of average re- 

tail prices for comprehensive list of products 
and services (125—other than food, fuel, and 
rent) for 10 cities, from which Consumers Price 
Index is computed. Gives average quarterly 
prices, December 1952-December 1954. Also dis- 
cusses: history of BLS retail price collections, 
communities, items, and quality descriptions 
used, outlet samples, price collection procedures, 
averaging procedures, and treatment of taxes. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 Customer Preference Clinics. Frederic H. 
Rahr and Elbridge B. Foskett, Journal of 
Retailing, Summer 1955, pp. 55-62. [s.c.1.] 


This is a report of an experiment run by Con- 
sumer Preference Clinics, Inc., a commercial re- 
search firm, in cooperation with J. L. Hudson 
Company of Detroit. In January 1954, Hudson 
customers were interviewed at booths set up in 
the store on the question of what suits, coats, 
dresses, and shoes they would like to buy for 
spring. The five major factors considered were 
style, size, price, type of material, and color, but 


.these were broken down into considerable de- 


tail. The information so obtained was not com- 
municated to the store buyers. 

On March 21, Hudson's research department 
interviewed all shoppers in the women’s suit de- 
partment. Purchasers were asked to report the 
same details on the items purchased as were 
studied earlier, and nonpurchasers were asked to 
describe the suits for which they were looking. 
On the basis of this day's study, the research de- 
partment concluded that the buyer-selected ac. 
tual stock correlated with actual customer de- 
mand at about a .6 rate, whereas a stock based on 
the C.P.C. recommendations would have ex- 


hibited .g8 correlation. Further tests reinforced 
this conclusion. 
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20.2 Consumption Level in Canada and the 
United States 1947-1950. Jean Mann Due, 
The Canadian Journal of Economics and 
Political Science, May 1955, pp. 174-81. 


Marketers selling in or to the Canadian mar- 
ket may be interested in Mrs. Due’s substantive 
conclusions: “During the period from 1947 to 
1950, Canadian per-capita national and personal 
incomes were approximately 66 per cent of in- 
comes in the United States; the Canadian level 
of consumption bore the same relationship to 
the American level when measured by a ratio of 
per-capita personal consumption expenditures, 
However, results of this study indicate that the 
real level of consumption in Canada was closer 
to 76 per cent of the American level and that the 
difference in these results is to be attributed to a 
lower Canadian price level.” 

However, her exposition of the difficulties of 
international consumption comparisons is even 
more interesting than the actual results. She 
shows, for example, how relative food consump- 
tion (a fairly easily measured activity) in Canada 
appeared at levels ranging from 60 to g5 per cent 
of the United States, depending upon whether 
the measure used was per-capita poundage con- 
sumed, calories or Vitamin A units per capita, or 
dollar expenditures computed on various bases. 
Similar difficulties in the way of measuring edu- 
cational services used pointed up the difficulties 
to an even greater extent. 


20.3 Business Research of Regional Farm Sup- 
ply Co-ops. Martin A. Abrahamsen, De- 
partment of Agriculture (General Report 
13), February 1955, 25pp. Free. [K.A.c.] 

Should be of broader interest than title indi- 
cates. The information applies to nearly anyone 
setting up or reviewing the practical operations 
of a market or economic research department. 

Covers research objectives, areas worthy of re- 

search, typical problems encountered when es- 

tablishing and operating a business research de- 
partment. 


20.4 Die Hypothese Plangemassen Kaufverhal- 
tens der Verbraucher und Ihre Em- 
pirische Verifizierung. (Hypothesis of 
Planned Consumer Purchases and Its 
Empirical Verification). Klaus Schreiber 
(Berlin, West German Republic, 1954). 


{L.B.] 


In this doctoral thesis (reviewed by D. L. 
Leonhard), the author compares the concept of 


rational economic man with investigations car- 
ried out in Berlin on consumer purchases ac- 
corc ing to plans and their departures from such 
intents. 

The research consists of two parts: (1) a gen- 
eral theoretical analysis of historical and modern 
teachings of consumer behavior and (2) “The 
Berlin Experiment,” describing the method and 
results of a survey dealing with spontaneous pur- 
chases versus those that were wholly or in part 
planned and the ratio of actual purchases, if any, 
to those made according to these plans. 

In his theoretical review, the author quotes 
American and English literature as well as Ger- 
man sources dealing with theory of games and 
economic behavior and its psychological analy- 
ses, marginal utility, rational conduct of man, 
and much of the theory of consumer's demand 
which is taught in American colleges. 

“The Berlin Experiment” was carried out be- 
tween July and October, 1953 as part of a Semi- 
nar in Market and Consumer Research at the 
Free University in Berlin under the supervision 
of the thesis’ author. 

It was the purpose of this experiment to (1) 
evaluate the correctness of the concept of the 
economic man and (2) to collect empirical data 
on which to build the broad foundation for 
more studies in this area of economics. For this 
reason, the author regards his research as a pilot 
study only. 

The experiment used quota sampling to inter- 
view 162 persons over 18 years old as to their 
purchasing plans for the following three months 
of 75 diflerent consumer goods. Three months 
later the same persons were supposed to be in- 
terviewed again and their purchases of the past 
three months recorded. The questionnaires for 
these recalls covered a variety of subjects in or- 
der to hide the purpose of the interview. 

Of the 162 persons contacted during the ini- 
tial interview, 94 per cent declared their willing- 
ness to be reinterviewed after three months. As 
one would expect, only 79 per cent of the con- 
templated recalls could be completed. The re- 
sults of the pilot study are based on 128 finished 
interviews. 

The author devotes considerable space to sam- 
pling theory and believes that a probability 
sample might have resulted in reducing the error 
of his investigation. He comes to the conclusion, 
however, that the purpose of this limited study 
was served well by quota sampling. 

The results of this study revealed that 6 per 
cent of the persons interviewed (and presumably 
of the population) bought wholly according to 
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plan; another 50 per cent bought partly accord- 
ing to plan; and the remaining 44 per cent 
bought spontaneously only, regardless of some 
planning to the contrary. 

‘The author comes to the conclusion that (1) in 
economic research, the theory of a general or 
overwhelming planning of purchases by con- 
sumers has no validity because this assumption is 
in too strong a contrast to actual consumer be- 
havior; (2) it can be assumed in practical market 
research that consumer purchase plans revealed 
through empirical statistics cannot be used to 
estimate future sales developments. 


20.5 Gradational Adjectives in Market Surveys. 
Robert Ferber, Journal of Applied Psy- 
chology, June 1955, p. [R.J-H.] 

Words used by different people have different 
meaning. But the size of the variation in mean- 
ing and the effect of this variation on the reli- 
ability of results of a study are usually not 
known. In a mail survey of the members of As- 
sociated Credit Bureaus taken in 1950 to get the 
credit ratings of 42 occupations, the respondents 
were asked to classify the risk rating of each oc- 
cupation as good, fair, or poor. Each respondent 
was asked before the question on risk ratings of 
occupations to define good, fair, and poor credit 
risks in terms of per cent of defaults. After sur- 
mounting certain difficulties in combining the 
replies, the distributions of good, fair, and poor 
under three definitional concepts were ex- 
amined. In this particular case, surprisingly little 
variation existed in people's minds about the 
meaning of the adjectival words good, fair, and 
poor as applied to credit risks and little over- 
lapping was found to exist between the areas 
over which these variations extended. 

Ferber tested the consistency of the definitions 
he used as a basis for interpretation and found 
it to be rather low. But, despite this low con- 
sistency, the combination of respondents’ replies 
yielded credit ratings for occupations, “the order 
of which tends to be largely invariant of the 
method of combination used,” probably because 
the definitions of good, fair, and poor tend to 
“cover mutually exclusive areas.” This is the sig- 
nificant finding if it were tested further in other 
contexts. However, the distribution of these par- 
ticular gradational adjectives might be quite dif- 
ferent if people were asked to define good, fair, 
and poor with reference to an election turnout, 
for example. 


20.6 Methods of National Income Estimation. 
United Nations. Columbia University 
Press (Studies in Methods, Series F, No. 8). 
June 1955, 58pp. 50¢. [K.A.c.] 

Will aid those interested in collection, process- 
ing and measurement of data on income and ex- 
penditure flows entering into summary accounts. 
Presents a system of national accounts and sup- 
porting tables. Discusses income accruing to fac- 
tors of production, expenditures on the na- 
tional product, and other pertinent factors re- 
lating to income. 


20.7 Why Farmers Buy Fertilizer. Farm Chem- 
icals, July 1955, pp. 48-50. [w.c.] 
A TVA conducted survey in Iowa discloses the 
following: 
“What one thing more than anything else 
caused you to start using fertilizer?” 


Per cent 
of total 
Other farmers 57 
Mass media 20 
Personal experience 
Field days, meetings 
Dealers and salesmen 
Didn't recall 


Total 


“If you heard of a new fertilizer that has rela- 
tively low cost and is very effective in increasing 
crep yields, where would you seek information 
about its use?” 


Per cent 

of total 
Iowa State College 44 
County Farm Bureau 16 
Fertilizer dealer and salesmen 12 
PMA, SCS, VO-AG 10 
Other farmers 4 
Magazines and newspapers 2 
Others 2 
Didn't know 10 


Total “100 


20.8 The Application of Operations Research 
to Industry. Johns Hopkins Research Of- 
fice (under contract with Department of 
the Army) Department of Commerce 


(PBi11596), April 27, 1955, 62pp. $1.75. 
[K.A.G.] 


Gives a less technical description of this rap- 
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idly growing new combination of techniques 
and shows how they can be applied by business 
executives in top level, long- and short-range 
study of new products, sales, consumer response, 
sales promotion methods, and other problems. 
Describes function of the operations analyst and 
his relation to top executives. 


20.9 Techniques of Preparing Major BLS Sta- 
tistical Series. (Bulletin No. 1168), Bureau 
of Labor Statistics, December 1954, 126pp. 
65¢. [K.A.C.] 


Of interest to all users of BLS data. Outlines 
data available and aids user to determine their 
suitability for particular purposes. Outlines 
methodology, uses, definitions, limitations, relia- 
bility. Selected bibliography. Outlines general 
BLS approach. Discusses series on: construction, 
industrial hazards, manpower and employment, 
prices and cost of living, wages and industrial 
relations, productivity and technological de- 
velopment. 


20.10 The Memory Factor in Social Surveys. 
Percy G. Gray, Journal of the American 
Statistical Association, June 1955, pp. 
344-63. [F.J.K.] 

The problem of stating questions the answers 
to which depend on the memories of respond- 
ents is considered in this article. Illustrations are 
drawn from the British Survey of Sickness. In 
one experiment, a group of government workers 
were asked to report the amount and time of sick 
leave taken. Most errors involved forgetting 
when the leave was taken rather than forgetting 
it completely. Checks on other memory ques- 
tions support the case for careful definition and 
redefinition for the respondent of the time pe- 
riod covered in a question. 

An article by Maudlin and Marks might be of 
interest to those concerned with the memory 
factor in surveys. W. P. Maudlin and E. §S. 
Marks, “Problems of Response in Enumerative 
Surveys,” American Sociological Review, 15 


(1950), pp- 649-57- 


20.11 How to Get a True Sample of House- 
holds. Lester R. Frankel and Sol Dutka, 
Printers’ Ink, July 15, 1955, p- $1. [B-J-K-] 

Examples are cited of several different meth- 
ods of selecting households in probability 
samples of the population without prelisting 
households. When statistical sampling was first 


used with human populations, only lists of the 
population were used. Then, it was realized that 
list elements could consist of groups of people or 
households. Currently, the concept of a “frame” 
can be utilized more efficiently than “mere list- 
ings.” (See Frank Yates, Sampling Methods for 
Censuses and Surveys.) 

The frame is the structure from which a cen- 
sus is made or a sample selected. It may consist 
of natural elements or artificial ones. The two 
basic types of frames are those where elements 
are defined on a map and those where elements 
are defined as addresses. Combinations of maps 
and addresses are possible and will probably find 
more application in future designs. 

No one fixed method is uniformly useful for 
all problems. Variables affecting sample design 
include the restrictions inherent in the survey 
objectives, administrative resources, materials 
available, and the capabilities of the sample de- 
signer. 


20.12 Old Research Technique Turns Out to 
Be Motivation Study. Harold Cash, Print- 
ers’ Ink, August 12, 1955, pp. 40-41. [B.J.K.] 


A series of articles by Houghton in Printers’ 
Ink (1936-1944) was reviewed and the author 
concluded that the series—by presenting a 
method for determining the degree of associa- 
tion between a human irritation and a product 
to fill the want—anticipated some of today's mo 
tivation research. The method used was a word 
association test with irritations as the stimulus 
words. 

The technique was to ask the respondent to 
imagine an irritation and tell what he thinks 
might relieve it. Further questioning revealed 
whether and why the product or a competitive 
product was used. 

The method might be used today to ascertain 
the advertising impact of a product and the rea- 
sons for its use or disuse. Its greatest value would 
lie in predicting the future of consumer prod 
ucts. 


20.13 New Tool for Testing Direct Mail. Rich- 
ard H. Ostheimer, Printers’ Ink, August 
12, 1955, p. 48. 

The use of a clustered sample for direct mail 
testing is advocated as an economical and eff- 
cient technique. The technique proposed is a 
modification of systematic sampling. Instead of 
taking every k-th name from a list, a systematic 
selection of every k-th group of names is advised; 
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for example, every k-th tray or other natural 
cluster would be included. 

The systematic, cluster sample is free of bias 
and qualifies as a probability sample, but a wider 
margin of error must be allowed for. The size 
of the error depends on the number and size of 
the clusters. As a practical matter, the larger 
error may not be an important consideration as 
the number of clusters increase. 


21. RETAILING 


21.1 Department Store Trade, United States 
(Annual). Board of Governors of Federal 
Reserve System, March 1955, 5pp. Free. 
[K.A.G.] 


Percentage distributions of sales by months for 
each major department for 1954. Gives percent- 
ages of year's sales for each month and month's 
sales in each department; departmental sales 
and stock indexes; end of month stock-sales 
ratios by departments. 


21.2 Mail Order Houses Set for Billion Sales 
Mark. Sarah Lee Gerrish, Printers’ Ink, 
August 5, 1955, p. 21. 


Sears Roebuck, Montgomery Ward, Spiegel, 
and Aldens attained a combined volume of over 
$4 billion in 1954, about one third of which was 
in mail-order sales. Indications are that 1955 will 
set a new record, with Sears’ sales for the first five 
months up 11.6 per cent. The industry is experi- 
encing “one of the quieter marketing revolu- 
tions,” as the mail-order houses overhaul distri- 
bution methods, establish a closer integration 
between retail and mail-order operations, and 
present larger, better designed, and more color- 
ful catalogs. The houses are offering increasing 
assortments under private labels at distinct price 
advantages. For instance, Sears now does g5 per 
cent plus of its total volume in its own brands. 
Ward does about 25 per cent of its mail-order 
volume in national brands. But this is expected 
to decline under the new management. 

Other statistics: Sears is about 70 per cent re- 
tail, go per cent mail order; Ward is closer to 
60/40 per cent; overall mail-order sales are 
more than three times higher than in the 1920's; 
the four largest houses distribute 150 million 
catalogs a year augmented by 5 or 6 flyers or 
sales books and special catalogs. Sears retail op- 
eration continues to expand and probably will 
reach 709 units by the end of 1955. Retail adver- 
tising will also hit a new peak in 1955. Sears will 


spend $46 million, 80 per cent of it in newspa- 
pers. Sears estimates it has credit relations with 
one of every 7.5 American families. These fami- 
lies provide 40 per cent of Sears’ total volume. 


23. SALES MANAGEMENT (including Sales- 
manship) 


23.1 Developing and Seliing New Products 
(Second Edition). Department of Com- 
merce and Small Business Administra- 
tion, July 1955, 1o5pp. 40¢. [K.A.G.] 

Describes steps manufacturers may take in 
planning new product development and market- 
ing programs. Covers such topics as: locating 
ideas for new products, improving chances for 
selection of successful new products, building 
products to suit customer needs and desires, 
choosing name or trade-mark, packaging, and 
planning a marketing campaign. Suggests gov- 
ernment aids to new product development and 
marketing. 


23.2 Employee Incentive Plans in Industry. 
Nelda Griffin, Department of Agriculture 
(General Report 12), January 1955, 42pp. 
Free, [K.A.c.] 

Of value to anyone interested in the use of 
employee incentive plans in marketing or else- 
where. Reviews the use of such plans for non- 
selling employees by manufacturing and process- 
ing industries and others. Describes the princi- 
pal types of financial and nonfinancial plans, the 
favorable results, pitfalls, legal and tax angles; 
reasons given for abandonment of such plans. 


23.3 Improving Sales Training in the Class- 
room. Richard M. Baker, Jr., Journal of 
Retailing, Spring 1955, pp. 34-38. [s.c.1.] 


The interesting assertion is presented here 
that academic training in salesmanship should 


constitute a four-year curriculum centering 
around extensive training in psychology, phi- 
losophy, logic, argumentation, and persuasion 
(including work dealing with the history of 
the theories of persuasion) as well as several 
areas of business administration. Considerable 
emphasis should be placed upon the develop- 
ment of language skills, and the study of foreign 
languages as well as English is recommended for 
this purpose in addition to the work in “lan- 
guage delivery” included in the usual public 
speaking course. Baker feels that modern sales- 
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manship books present too few of the basic prin- 
ciples of persuasion and do not adequately stress 
the ones presented; that too little attention is 
given to “disposition,” that is, the arrangement 
of the elements within the sales presentation; 
and that classical and other background material 
is woelully ignored. 


23.4 Case Study Method Applied to Sales Train- 
ing. Robert FE. ‘Taylor, Printers’ Ink, Au- 
gust 26, 1955, pp- 39°42. [E.J-K.] 

A new approach to sales training is suggested 
in the dramatized case method, ‘The method in- 
volves trainees listening to a recorded case situa- 
tion which has been developed after careful 
field study. The case is then discussed by the 
group. On the reverse side is an analysis of the 
situation by an experienced panel of sales man 
agers. The trainees can check their reaction to 
the situation with that of the executives. Finally, 
a reenactment of the situation incorporating 
the panel's recommendation is played to the 
group. The cases have been used successfully 
with both new and experienced men. 


24. SALES AND ECONOMIC FORECASTS 


24.1 A Longer Look at Diffusion Analysis. The 
Conference Board Business Record, June 
1955, pp. 212-17. [J-M-R.] 


Diffusion analysis suggests that there is a rela- 
tionship between the scope of business expan- 
sion (or contraction) and its amplitude and dur- 
ation. A measure of diffusion is obtained by 
computing month by month the average number 
of months that a group of selected economic in 
dices as a whole has been expanding (or contract 
ing). 

In this article The Conference Board reports 
its attempt to evaluate the reliability and defi- 
niteness of the diffusion index as a device for 
identifying current business trends. The evalua- 
tive process was to reconstruct its measures of 
diffusion around selected statistical indicators 
for the interwar period, 1921-1939. The indica- 
tors consisted of anticipatory series (construc- 
tion contract awards and manufacturers’ new or- 
ders), series which tend to lead the main stream 
of business activity (industrial stock prices, hours 
of work in manufacturing industries, and busi- 
ness failures), and series which respond quickly 
to changes in business conditions (steel, textile, 
and paper production, freight carloadings, and 
sensitive commodity prices). 


The results of the experiment indicate that: 


(1) Erratic fluctuations in the diffusion index 
tended to obscure any lead evidenced at 
business cycle turning points 

The index did mark all cyclical turning 
points during this period. 

The index, however, lagged in making the 
turn: two months on the average after the 
initial month of contraction and one 
month on the average following the initial 
month of expansion. (Despite the lag, the 
diffusion index can be useful since turn- 
ing points are usually only evident in 
retrospect), 

A business activity curve (the cumulation 
of average duration of expansion or con- 
traction) paralleled business-cycle phases 
with remarkable consistency. 


(2 


(3 


(4 


~ 


On balance, the diffusion index would seem to 
be a useful tool for identifying current and near- 
term business trends although somewhat imper 
fect for forecasting cyclical fluctuations. 


24.2 Forecasting Retail Sales. T. J. Sielaff, Jour 
nal of Ketailing, Summer 1955, PP. 91-92. 
[S.C.H, 


This short note reports an almost perfect cor 
relation (+-.98) between retail sales and business 
expenditures for new plants and equipment. 
Consequently, it is argued, total retail sales for 
the country can be forecast by the formula: “Re 
tail sales and equipment equal $49.88 billion 
plus 4.35 (plant expenditures).” 


24.3 Sales Potentials in 1979. Subject for Your 
Next Meeting. William J]. Tobin, Print. 
ers’ Ink, August 19, 1955, pp. 44-48. 


Assuming that the economy's rate of growth 
during the next 25 years will be the same as the 
last 25—it could be higher because of automa 
tion, population increases, and technological 
advances—the gross national product in 1979 
should exceed one trillion dollars. The estimate 
is based on a straight line projection of the 1954 
GNP figure of $357.2 billion assuming an in- 
crease of 242 per cent—the amount by which the 
economy in the 1929-1954 period increased. The 
projection actually comes to 1 trillion, 222 bil 
lion dollars. This “statistical doodling” may be 
helpful to sales executives in determining the 
sales potential of their industry and business 
over the next quarter century. 
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26. STATISTICAL DATA (including Sources, 
Types, Revisions, and New Series) 


26.1 Consumer Income: Income of Persons in 
the United States: 1953. (Current Popula- 
tion Reports, Series P-60, No. 16), Bureau 
of Census, May 1955, 24pp. 15¢. [K-A.G.] 

Shows money income by place of residence 

(urban, farm, etc.), color, veteran status, relation- 

ship to family head, occupation, source of in- 

come, region, and type of income for 1953. To- 
tal income also shown, 1944-1953 by sex. Gives 

selected comparisons with 1939. 


26.2 1953 Traffic and Ton-Mile Tables. Bureau 
of Public Roads, February 3, 1955, 6pp. 
Free, [K.AG.] 


Gives highway trafhe trends by postwar years 
and by geographical regions. Shows distribution 
of travel by vehicle type on main rural roads in 
summer of 1953; average weight of loaded and 
empty trucks by vehicle type; comparison of 
estimated vehicle miles of travel on main rural 
roads, 1946 and 1951-1953; estimated percentage 
of trucks loaded, average carried load and ton 
miles, same years; etc. 


26.3 Population Estimates: Estimates of Popu- 
lation of the United States, by Age, 
Color, and Sex, 1900 to 1940. (Current 
Population Reports, Series P-25, No. 114.) 
Bureau of the Census, April 27, 1955, 
Lipp. 10¢. 

Brings together for first time, in full detail, 
estimates of population by age, color, and sex 
for July 1 of each year. For long-term trend 
analysis, these may be combined with compar- 
able figures for 1940 to 1950 to be found in Se- 
ries P-25, No. 98. 


26.4 Statistics of Income (Individual and Fidu- 
ciary) for 1952—Part I (Preliminary Re- 
port). Internal Revenue Service, April 
1955, 22pp. 20¢. [K.A.G.] 

Classifies individual returns by adjusted gross 
income, by taxable and nontaxable returns, by 
states and territories, and returns with itemized 
deductions. Classifies fiduciary returns by total 
income classes and nontaxable returns. 


26.5 Survey of Current Business: National In- 
come Number. Department of 
merce, July 1955. [K.A.G.| 

Provides information for the first time which 
makes it possible to analyze distribution among 


Com- 


more than 100 groups of goods and services. 
Gives detailed national income and product sta- 
tistics for 1954 plus revised 1952 and 1953 an- 
nual and 1955 quarterly and monthly estimates. 
Shows national income, gross national product, 
personal income, and disposable income in their 
relation to one another by years from 1929. 


26.6 County Business Patterns, First Quarter 
1953. Bureau of Census and Bureau of 
Old-Age and Survivors Insurance (10 vols. 
by areas). 75¢ to $1.75 per volume; $11.75 
complete. [K.A.c.] 

A useful guide for measuring sales potentials 
and for analysis of location of business units. 
Payroll data useful in comparing income levels 
by areas. Shows State and county location of 
2,939,604 regular business reporting units under 
Federal Old-Age and Survivors Insurance pro- 
gram, comparable with 1951 reports; and also 
741,417 additional units under newly added spe- 
cial groups. Presents statistics on number of re- 
porting units, March 1953 employment, and 
January-March, 1953 taxable wages under OASI 
program. Gives subtotals by states and territories 
and 480 counties and by employment size of re- 
porting units, with lesser breakdowns for the 
remaining counties. 


29. THEORY OF MARKETING (including 
Competition) 


29.1 Small Town Monopoly—A Case Study. 
William T. Kelley, Journal of Retailing, 
Summer 1955, pp. 63-66. [s.c.1.] 


During a summer's visiting teaching, Kelley 
had an opportunity to observe restrictions upon 
business entry exerted by the retailers of a small 
college town, not further identified for obvious 
reasons. 

Besides the innate conservatism of the local 
citizens, who were disinclined to deal with new- 
comers, new enterprises faced major handicaps. 
The existing retail “in-group” controlled most 
of the desirable sites or were in a position to ex- 
ert considerable pressure on property owners 
not to rent to “outsiders.” The local wholesale 
structure was subject to similar control, and even 
customers were subject to social pressure. 

The resultant “one-of-a-kind” monopolistic 
retail structure coincided with traditional eco- 
nomic analysis by charging prices considerably 
higher than those obtaining in a more competi- 
tive small-city environment about twenty miles 
away from “Collegeville.” 
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29.2 Empirical Studies of Demand. William C. 
Hood, The Canadian Journal of Econom- 
ics and Political Science, August 1955, 
Pp. 307-27. [S.C.H.] 

Hood reviews the literature concerned with 
the development of empirical demand curves. 
His attention is concentrated on Richard 
Stone's, The Measurement of Consumers Ex- 
penditure and Behavior in the United Kingdom 
1920-1938 (Cambridge University Press, 1954), 
and Herman Wold’s Demand Analysis: A Study 
in Econometrics (New York, John Wiley and 
Sons, 1953) among the recent items. His basic 
conclusion is that “our progress in this field since 
the days of Allen, Bowley and Schultz [1935-1938] 
has been modest indeed. The improvements in 
economic theory have not been fundamental; 
while there have been some advances of note in 
statistical methodology and theory, the tech- 
niques actually in use now are much the same as 
those of the earlier writers.” However, Hood 
does believe that continued research in this area 
will ultimately permit the construction of curves 
having considerable, although not complete, pre- 
dictive value. 


29.3 What Is Ecology? Lee R. Dice, The Scien. 
tific Monthly, June 1955, pp. 346-5). 
[S.C.H.] 

Much of the work that has been done towards 
developing theoretical structures for the social 
sciences, including economics and marketing, 
has relied upon formulations arising out of the 
physical sciences. While this approach involves 
many pitfalls (cf. E. T. Pearose, “Biological 
Analogies in the Theory of the Firm,” American 
Economic Review December 1952), marketing 
theorists should find many helpful hints in the 
works of chemical, biological, and physical theo- 
reticians. Ecology, “the science that deals with 
the relationships between organisms and their 
physical and biotic environments,” may be a 
particularly fruitful source of inspiration, and 
Professor Dice's brief article provides a stimu- 
lating introduction to the subject. 

The basic ecological concepts are: levels of 
organization, energy relationships, ecosystems, 
ecological balance, reproduction, competition, 
variability, ecologic patterns, individual adapta- 
bility, evolution, and social cooperation. Ecol- 
ologists work with four levels of organization: the 
individual organism, the species, the social group 
composed of members of a single species, and 
the community composed of several to many 


species. Each of these levels has its own special 
relationships to its environment. Energy rela- 
tionships are concerned with the intake and ex- 
penditure of energy by the units under study at 
each level of organization. (Such analysis may 
suggest clues to the study of marketing efficiency 
and cost.) Ecologic balance is the social equiva- 
lent of “homeostasis” in individual analysis—the 
maintenance of balance under changing condi- 
tions in the habitat. Reproduction and competi- 
tion are self-explanatory concepts. Variability is 
concerned with the extent to which individuals 
making up a community vary among themselves 
and the ways in which this affects their adjust- 
ment to the environment. “In spite of the vari- 
ability that is so evident in ecologic distribu- 
tions, certain combinations of species recur 
again and again, thus producing ecologic pat- 
terns. Individual adaptability to changes in the 
habitat varies, as does the adjusting power of 
various species, resulting in a form of natural se- 
lection known as evolution. Through evolution- 
ary psychological processes, many species such as 
man have acquired the habit of social coopera- 
tion, which in turn modifies the environment. 

Dice indicates, very briefly, the ecologic basis 
of much contemporary study in the fields of 
geography, anthropology, history, some soci- 
ology, and public health analysis. Unfortunately 
he does not note the extent to which economics, 
and especially marketing, is concerned with at- 
tempts to induce adjustment between man and 
his environment. 


29.4 The Paint Industry in Great Britain. A. L. 
Minks, The Journal of Industrial Eco. 
nomics, April 1955, pp. 114-70. [8.c.4.] 


This is an attempt to explore relationships 
between technological developments, market or- 
ganization, and firm size. Over the years, the 
average size of British paint-manufacturing 
firms seems to have increased considerably, and 
the degree of concentration is relatively high. 

In part, this is attributable to changes in the 
technology of the industry. While the older 
roller mill processes are still more economical 
for small batches and for some very high-grade 
paints, the new ball mill process permits sharply 
reduced unit costs for large quantity production. 
Synthetic resins permit standardization of color 
throughout large runs. Increased use of research 
techniques and laboratory maintenance has also 
favored the larger firms. 

On the other hand, small firms have been able 
to hold their own through local market..attach- 
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ments, and by “specialization in heterogeneity, 
that is, the supply of special shades in very small 
or relatively small quantities.” 


31. TRANSPORTATION 


31.1 Report of the Presidential Advisory Com- 
mittee on Transport Policy and Organ- 
ization. Government Printing Office, 
April 18, 1955, 15pp. 15¢. [K.A.6.] 

This is a nontechnical discussion of broad 
policy questions of national transport policy. 
Sections on: obsolete regulation; essentiality of 
common carrier transportation; rate making, 
including maximum-minimum rate control; sus- 
pension powers; long- and short-haul clause; vol- 
ume freight rates; private carriage; contract car- 
riers; bulk commodity exemptions; freight for- 
warder associations; service deficits; agricultural 
commodity exemptions; and special governmen- 
tal rates. 


33. UNCLASSIFIED 


33.1 Climatic Contrasts in the United States. 
Stephen S. Visher, The Scientific Monthly, 
September 1955. [8.c.H.] 


Variations in temperature, sunshine, precipi- 
tation, etc., affect the regional patterns of pro- 
duction, storage, and consumption for many 
products. Marketers who face problems based 
upon climatic factors will be interested in Dr. 
Visher’s summary of the range and variety of 
weather conditions experienced in the United 
States. The data presented in this article, ex- 
tracted from his Climatic Atlas of the United 
States, include such “quiz program” facts as the 
coldest (—69 at Rogers Pass, Montana) and the 
warmest (134 in Death Valley, California) tem- 
peratures ever recorded. More important for 
business operations, however, is the detailed in- 
formation concerning climatic belts and average 
weather conditions. Thus, for example, Visher 
indicates contrasts in the need for artificial cool- 
ing of buildings on a map dividing the country 
into about eleven zones based on the annual. 
average total hotdegree-day units (sums of 
amounts by which the average temperature of 
each day with an average above 70 exceeds 70). 
The coolest zone averages out at zero or less such 
hot-degree-day units, while the warmest has over 
2500. As might be expected the zones range from 
North to South, in a general sense, but with con- 
siderable less uniformity across the country than 
might be anticipated. Salesmen, retailers, and 


others wishing to prove that “their territory is 
different” will find much ammunition here. 


33.2 Doctor's Dssertations in the Marketing 
Field Completed at the Following Uni- 
versities and Colleges. Compiled by Rob- 
ert H. Cole. 

Harvarp UNIVERSITY 

Marshall, Martin V.; The Problems and Lim- 
itations of Vending; 1953. 

Davis, Robert T.; The Problem of Developing 
Field Sales Managers; 1954. 

Borden, Philip S.; The Marketing Process in a 
Large Industrial Organization; January 
1955: 

Dunn, Albert H.; Point-of-Sale Promotion 
Study; January 1955. 


ILLinots, UNIVERSITY OF 


Bass, Frank M.; A Study of Functional Rela- 
tionship in Drug Store Expense and Mar- 
gin; 1954. 

Smith, Raymond C.; Factors Affecting Con- 
sumer Purchases of Frying Chickens; 1954. 

Abdalla, I. S.; Theories of Competition and 
Government Regulation of Business; Febru- 
ary 1955- 

Kirtley, Malcolm B.; Some Economic Aspects 
of Meat Retailing and Pricing; 1955. 

Zawadski, Michal 1.; Egg Supply and Market- 
ing Patterns in the North Central States; 
1955- 

INDIANA UNIVERSITY 

Halterman, Jean C.; The Use of Television as 
a Local Advertising Medium; February 
1954- 

Heath, Ralph C.; The Development of Pipe 
Lines in the United States; February 1954. 

Turner, Jack T.; The Marketing of Sugar in 
the Continental United States; June 1954. 


Iowa COLLece 

Wiegmann, Fred H.; Comparison of Costs of 
Service and Self-Service Methods of Selling 
Meat in Retail Food Stores; 1953. 

Frazer, John R.; Manufacturing Costs of 
Whole Milk Creameries; 1954. 

Hudek, Henry J.; Some Cost Relationships 
in Lard Processing; 1954. 

Kolmer, Lee R. A.; Spray Drying Costs in Low 
Volume Milk Plants; 1954. 


MINNESOTA, UNIVERSITY OF 


Hastings, Delbert C.; A Monthly Index of Re- 
gional Business Activity Based on Net Prod- 
uct Measurement; date not stated. 
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New York UNIVERSITY 


Kelley, Eugene J.; Location of Controlled Re- 
gional Shopping Centers; May 1955. 

Matthews, Milton P.; An Analysis of Drug Re- 
tailing in Utah; December 1954. 


NORTHWESTERN UNIVERSITY 


Goelz, Paul C.; An Analysis of the Wholesale 
Channels for Meat: 1929-1953; August 1954. 


Onto State University, THe 

Call, Rex V.; The Wholesale Distribution of 
Meat Products with Special Reference to 
Omaha, Nebraska as a Meat Packing Cen- 
ter; March 1955. 

Grene, Mark V.; An Analysis of Credit Insur- 
ance; March 1955. 

Sokolik, Stanley L.; Current Simplification of 
the Personal Selling Functions in Retail 
Fstablishments; March 1955. 


PirrsBURGH, UNIVERSITY OF 


Hook, George B.; An Historical Evaluation of 
the American Drug Market Since 1900; May 
1955; 

McEvilla, Joseph D.; Competition in the 
American Pharmaceutical Industry; May 
1955- 


Purpvue UNIversiIry 


Mecker, B. K.; Economic Analysis of Food 
Subsidation; January 1953. 

Malphrus, L. D.; Farm Prices and Practices in 
Marketing South Carolina Hogs; May 1954. 

Farris, W. S.; Trends in the Frozen Food 
Locker Industry and Utilization of Labor in 
Selected Plants; January 1955. 


33.3 Master's Theses in the Marketing Field 
Completed at the Following Universities 
and Colleges. Compiled by Robert H. 
Cole. 

AMERICAN University, THE 

Breen, John; Problems Involved in the Appli- 
cation of Electronic Digital Computers to 
Business Operations; May 1954. 

Bright, Imogene; Marketing of Fruits and 
Vegetables in the United States, with Par 
ticular Emphasis on Changes Since 1990; 
May 1955. 


Brapiey UNIveRsity 


Hirsch, Phillip; The Glow of Gems in Retail 
ing (Jewelry); June 1954. 

Sivayya, Kolla V.; Modern Operating Trends 
in Retail Drug Stores; June 1954. 


Case INSTITUTE OF TECHNOLOGY 


Opatrny, Frank J.; A Sales Program for Com- 
mercial Combustion Type Automotive 
Heating Equipment; May 1954. 


DePaut UNiversiry 


Ryan, Leo V.; Social Control of Advertising 
Ethics; 1953. 


Drake UNIVERSITY 


Shulte, Herbert H.; Measuring the Effective- 
ness of Advertising; March 1955. 


Fioripa STATE UNIVERSITY 


Bond, Eugene L.; Some Aspects of the Direct 
Selling Field as a Method of Distribution; 
May 1954. 

ILLINOIS, UNIVERSITY OF 

Levin, Alan P.; The Percentage Lease for Re- 
tail Stores; 1953. 

Stone, George W.; An Analysis of Methods 
and Practices Used in Retail Feed Distribu- 
tion in Illinois; 1953. 

Buzzell, Robert D.; The Retail Trading Area 
Concept in Marketing Research; 1954. 

Engvall. Per-Eric; Trade Areas in Sweden; 
1954- 

Graham, Robert W.; Cash-future Price Rela- 
tionships in Corn; 1954. 

Shukur, Edward K.; Resale Price Mainte- 
nance—A Study of Marketing Strategy; 1954. 

Tonning, Wayland A.; Marketing Problems 
in the Formula Feed Industry; 1954. 


Iowa STATE COLLEGE 


Ralph, James T.; Economic Analysis of the 
Commercial Mixed Feeds Industry with 
Special Reference to lowa; 1953. 

Smith, Dirk J.; Effect of Price Support Meas. 
ures on Relative Prices and Production Pat- 
tern of Corn, Oats, Soybeans in North Cen- 
tral Iowa, 1953. 

Voth, Alden H.; Economic Limits of Price 
Support Program for Hogs; 195%. 

Hoover, Dale M.; Economic Analysis of Price 
Support Proposals for Corn and Oats; 1954. 

Maki, Wilbur R.; Economic Framework for 
Financing Cooperatives; 1954. 

Monroe, John; Allocation of Expenditures in 
the Market Survey Budget; 1954. 

Utter, Kenneth L.; Processing Costs and Con 
sumer Acceptance of Fresh Concentrated 
Milk; 1955. 


Iowa, STATE UNIVERSITY OF 
Taylor, James D.; The Development, Opera- 
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tion and Role of the Rack Jobber in the 

American Economy; June 1954. 

Miller, Richard E.; Merchandising Common 
Stock to the Individual Investor; August 
1954. 

Hunting, Edwin O.; A Market Research Study 

in Geographic Analysis of Magazine Circu- 

lation Data; February 1955. 


Kentucky, UNIVERSITY OF 


Clark, Carl M.; A Study of Price Variation 
Among Burley Markets and the Adequacy 
of the Market News Service in Measuring 
Place and Time Price Risk; 1953. 

King, Harvey L.; Some Aspects of Federal and 
State Laws, Rules and Regulations Affect- 
ing Livestock Marketing; 1954. 

Spurlock, Hughes H.; An Application of Ad- 
vertising and Sales Promotion to the Sale of 
Dairy Products; 1954. 


NEBRASKA, UNIVERSITY OF 
Stewart, Robert A.; Self-Service in the College 
Book Store; 1954. 
Tamm, Feliks; United States Trade in Dairy 
Products with Europe, 1920-1939; 1954. 


New York, Crry CoLiece or 

Fourtune, Alexander; Post-War Trade Be- 
tween the United States, Turkey and 
Greece; June 1954. 

Kaufman, Jerome; Marketing 
Goods by Mail; June 1954. 

Klinghoffer, Daniel; The Vending Machine in 
Retail Distribution; June 1954. 

Powell, Howard; The Frozen Food Industry 
in the United States; June 1954. 

Gochman, Mervin; The Building of Con- 
sumer Magazine Sales in the United States; 
August 1954. 

New York UNIVERSITY 
Bonwich, William T.; A Study of the Use 


and Operations of Want-Slip Systems in De- 
partment Stores; April 1954. 


Industrial 


Purpur UNIversiry 
Bromley, J. D.; Wholesaler-Buying Plans for 
Retail Grocers; June 1954. 
Alberts, N. L.; Location vs. Brand Preference 
in Supermarket Milk Purchases; January 


1955- 

Strain, J. R.; Adapting Dairy Marketing Struc- 
tures to Farm Bulk Handling of Milk; 
January 1955. 

Smith, N.; Live Grade Slaughter Hog Differ- 

entials; May 1955. 


SCRANTON, UNIVERSITY OF 


Buckley, Charles J.; Marketing Instruction, A 
Science or an Art? June 1954. 


Soutu Dakota Strate CoLiece 
Marousek, Gerald E.; A Market News Service 


for Livestock Auctions in South Dakota; 
September 1954. 


Tempe UNiversity 


Duffy, Philip; Sales Forecasting by Industrial 
Machinery Manufacturers; June 1954. 

Baen, Jack; The Consumer Panel in Market 
Research; January 1955. 

Conran, William; An Evaluation of Radio 
and Television Audience Measurement 
Techniques; February 1955. 

‘ToLepo, UNIVERSITY OF 


Heydinger, Norman F.; Comparative Analysis 
of the Methods Employed in Forecasting 
Industrial Sales; June 1954. 


‘TULANE UNIVERSITY 


Hailey, James W. Jr.; The Use of Dealer Aids 
in the Marketing of Petroleum Products; 
May 1955. 

Naquin, Arthur J. Jr.; A Practical Demonstra- 
tion of Sampling by Use of Selected Census 
Tracts; Muy 1955. 


UTAH STATE AGRICULTRAL COLLEGE 
Fulton, Robert L.; Marketing Aspects of 
Cattle Finishing Operations in Major 
Cattle Finishing Areas of Utah, 1951-1952; 
1954. 
VERMONT, THe UNIVERSITY OF 
Sinclair, Robert O.; The Economic Effects of 


Bulk Milk Handling on the Dairy Industry 
of Vermont; May 1955. 


WASHINGTON, UNIVERSITY OF 


Gillis, Donald W.; Collective Sales Promotion 
Programs by Retailers Located in the Same 
Business District; 1954. 

Rosenzweig, James E.; An Evaluation of 
Selected Marketing Research Opportunities 
Available to Small Business Management; 
May 1954. 


Wisconsin, UNIVERSITY OF 
Boyce, Lawley M.; The Meat Packer's Role in 
Distribution; June 1954. 
Jones, Kenneth; A Method of Evaluating 
Salesmen on the Basis of Potential; June 
1954- 


Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: Kennetu J. Curran, Colorado College 
L. WesTFALL, Northwestern University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) ttew cases which consti- 
tute more or less routine reaffirmation of well-estab- 
lished rulings; and (3) decisions handed down by in- 
ferior courts which are likely to be reviewed by 
higher courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


Il. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


REGULATION OF PRICE COMPETI- 
TION 

A. Price Discrimination 

B. Resale Price Maintenance 

C. Price Control (Minimum and Maximum) 


Il. 


IV. REGULATION OF CHANNELS OF DIS 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI. 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


I, REGULATION OF MONOPOLISTIC 
METHODS 


1. Public Law No. 135, 84th Cong., 1st Sess. 
(July, 1955). [K.J-c.] 

One of the most frequently voiced criticisms of 
the Sherman Antitrust Act has been the in- 
adequacy of its deterrents, particularly since 
the inflation of recent years. The Act sought to 
discourage violations by making them criminal 
offenses subject to fines up to $5,000 and jail 
sentences up to one year. Jail sentences, how- 
ever, hardly fit the nature of the crime and the 
courts have been reluctant to impose them. In 


* most instances where they have been imposed, 


the defendants have been labor unionists or 
racketeers and, in the few cases when business 
men drew such penalties, the sentences have 
been suspended. As a result, the usual outcome 
of a conviction has been a fine. 

Although the law limits fines under the 
Sherman Act to $5,000, they can, in practice, be 
multiplied to many times that amount. The 
defendant may be charged with conspiring to 
restrain trade, monopolizing, attempting to 
monopolize, and conspiring to monopolize. 
Upon conviction, a fine of the above amount 
may be imposed under each charge, although 
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the third charge is customarily held to merge 
with the second. Moreover, the prosecution may 
be brought not only against the major corpora- 
tion but against subsidiaries and responsible 
officers, By such devices the conviction of A & P 
in 1946 resulted in fines totaling $175,000. 

In spite of the fact that it has been possible to 
multiply fines far beyond the $5,000 maximum, 
it has been widely believed that monetary 
penalties have been totally inadequate in the 
cases of large corporations and that Sherman 
Act enforcement has been handicapped by the 
fact that its violation may be a sound, money- 
making policy. Congress has at last recognized 
the merit of this criticism and on July 7, 1955, 
President Eisenhower signed Public Law 135 
increasing the maximum fine from $5,000 to 
$50,000, Fines may, of course, be multiplied 
beyond this figure in the same manner as in the 
past, making it possible to impose on large 
culprits penalties more in keeping with their 
resources and the seriousness of their offenses. 


2. Public Law No. 137, 84th Cong., 1st Sess. 
(July, 1955). [K-J-c-] 

In order to enlist the support of the public in 
enforcing the bans of the Sherman Antitrust 
Act, Congress in 18g0 borrowed a measure from 
the famous English Statute of Monopolies of 
1623 and included a provision permitting per- 
sons injured by violators to sue for three times 
the amount of the damage suffered. ‘This right to 
sue for treble damages was extended to viola- 
tions of the antitrust laws in general by the 
Clayton Act in 1914. 

The provision for triple-damage suits 
amounted to little until recent years because of 
the dithculty and expense for a private party to 
prove the violation of the antitrust laws and to 
establish injury as a direct result. In his war 
against monopoly as the head of the Antitrust 
Division of the Department of Justice, Thur- 
man Arnold had sought to breathe life into the 
damage suit and to create a new weapon for the 
Government but he had been unsuccessful. In 
February, 1939, he brought suit for triple dam- 
ages amounting to about one million dollars 
against seventeen corporations which it was 
aileged had conspired to fix the price of tres 
sold to the Government. However, he was de- 
feated in the Supreme Court which in 1941 held 
that such suits were solely to redress private 
injury and were barred to the Government. 
(U.S. v. The Cooper Corp. et al., 312 U.S. 600). 

On the same day that he signed the measure 


increasing the maximum fine under the Sher- 
man Act (see above), President Eisenhower 
signed a law amending the Clayton Act to 
authorize the United States Government to sue 
for damages resulting from the violation of the 
antitrust laws. However, in contrast to private 
parties, the Government may only act to recover 
the actual amount of the damages sustained. 
Still, this measure promises to increase the risk 
of antitrust violations when the Government is 
involved as a purchaser and may make less 
frequent the comedy of bids to the Government 
by “competitors” identical to the thousandth 
part of a cent. 

The same law authorizing suits by the Govern- 
ment amends the Clayton Act to establish a uni- 
form statute of limitations for all antitrust dam- 
age suits. Such suits by private parties or by the 
Government must be begun within four years of 
the cause of action. In the case of private suits, 
however, the running of the statute of limita- 
tions is suspended while a criminal or civil anti- 
trust suit brought by the Government is pending 
in the courts and for one year thereafter, thus 
enabling private parties to continue to utilize 
a Government conviction in establishing their 
right to treble damages. 

All of these revisions with respect to the anti- 
trust damage suit become effective on January 
7» 1956. 


3. United States v. Union Carbide and 
Carbon Corporation, et al., 132 F. Supp. 388 
(D.C. Colo., June, 1955). [K.J-c.] 

In the absence of state legislation to the 
contrary, a pending criminal or civil antitrust 
action will be dismissed where the defending 
corporation disappears through dissolution or 
merger, providing the dissolution or merger 
took place in good faith for business reasons and 
not to avoid the pending suit. 

This decision, handed down by Judge Knous, 
was based on the reasoning that the law of the 
state of incorporation governs the effect of dis- 
solutions and mergers. Where the state has not 
abrogated it, common law rules, and under com- 
mon law “a dissolved or merged corporation is 
as if it did not exist and all pending litigation, 

. either criminal or civil, abates.” 


B. Collusive Practices 


1. Defense Production Act of 1950, Public 
Law No. 295, 84th Cong., 1st Sess. (August, 
1955)- [K-J-c.] 

The expiration date of the antitrust pro- 
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visions of the Defense Production Act has been 
extended to June 0, 1956. These provisions, 
formerly due to expire June 30, 1955, exempted 
from the antitrust laws and the Federal Trade 
Commission Act voluntary agreements approved 
by the President and the Attorney General and 
furthering national defense. Such agreements 
have in the past provided for such things as the 
exchange of technical information and for the 
creation of pools to negotiate defense contracts 
to divide the work among member firms. How- 
ever, the amendment extending the antitrust 
exemptions until next year limits new agree- 
ments to the exchange of information and 
patent rights relating to equipment used pri- 
marily by or for the military or to the exchange 
of materials, equipment, and personnel used to 
produce such equipment. 

The 1955 amendment also requires the At- 
torney General to review within go days all ex- 
isting agreements and to withdraw his approval, 
thus ending the antitrust exemption, if he finds 
that the benefits rendered to national defense 
are outweighed by the adverse effects upon com- 
petition. 


2. United States v. The Watchmakers of 
Switzerland Information Center, Inc., et al., 
133 F. Supp. 40 (D.C.S.N.Y., July, 1955). [K-J-c.] 


When can the United States proceed in an 
antitrust suit against foreign corporations was 
the issue in a decision on a pretrial motion in- 
volving five Swiss corporations—Federation 
Suisse Des Associations de Fabricants D’Hor- 
logerie; Ebauches, $.A.; Gruen, S.A.; Wittnauer, 
$.A.; and Eterna A.G. Uhrenfabrik. None of 
these corporations was directly active within 
the United States, although they were repre- 
sented here by affiliated organizations. 

It is not easy to summarize Judge Walsh's de- 
cision in this matter, but it boils down more or 
less to the following. A mere subsidiary rela- 
tionship between an American and a foreign 
corporation is not enough to bring the latter 
within the scope of our antitrust laws. As long 
as the formal separation between the related 
corporations is scrupulously maintained, the 
foreign corporation is not within our jurisdic- 
tion. However, when that formal separation 
disappears and corporate independence is not 
observed, the foreign corporation becomes sub- 
ject to antitrust actions. Thus all five of the Swiss 
firms were properly made defendants in the case 
at hand: the Federation Suisse and Ebauches be- 


cause their jointly owned American subsidiary— 
the Watchmakers of Switzerland Information 
Center—was a mere adjunct of its parents, hav- 
ing no independent business of its own and act- 
ing only as a service organization to systematize 
the ordering of repair parts; Gruen and Witt- 
nauer because they and their American athliates 
—technically their parent corporations this 
case—did not deal with each other as independ. 
ents but sometimes committed each other in 
various ways; and Eterna, which technically had 
no affiliate at all within the United States, be- 
cause the arrangement with its American dis 
tributor made the latter so dependent that the 
American firm had been reduced to the status 
of a mere agent. 


4. Bernard Mitchell Wolfe and Frederick 
J. Dannenfelser v. National Lead Company, 
E.l. du Pont de Nemours and Company, Inc., 
et al., 225, F.2d 427 (CCA g, June, 1955). [K.J-C.] 


Although no new legal principles or interpre- 
tations were established by this case, it furnishes 
an excellent illustration of the difficulty of es- 
tablishing damages in a treble-damage antitrust 
suit. 

In order to collect treble damages the plain- 
tiff must prove (1) a violation of an antitrust 
law and (2) pecuniary damage following as a di- 
rect result. The connection between the viola 
tion of the law and the damage must be certain, 
although the amount of the damage may be es- 
tablished by estimation. Judge McAllister quotes 
the Supreme Court in this regard as follows: 
“The rule which precludes the recovery of un- 
certain damages applies to such as are not the 
certain result of the wrong, not to those dam- 
ages which are definitely attributable to the 
wrong and only uncertain in respect of their 
amount” [Story Parchment Co. v. Paterson Co., 
(282 U.S. 555, 562)). 

In the suit at hand, Wolfe and Dannenfelser 
claimed damage as the result of an alleged con- 
spiracy between du Pont and National Lead to 
allocate arbitrary amounts of titanium pigment 
to buyers during a period of shortage and to 
fix the prices. Ihe Court never got around to 
the matter of whether the conspiracy existed 
since, assuming the conspiracy, no resulting dam- 
age had been proven. The Court noted the fol- 
lowing: 


(1) Wolfe and Dannenfelser’s net profits were 
higher in 1947 and 1948, when the alleged 
conspiracy was supposed to have existed, 
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than in 1949 when it was not alleged to ex- 
ist. The Court did not say that under such 
circumstances damage could not be proven, 
but the implication is that it would be dif- 
ficult. 

Because Wolfe and Dannenfelser could not 
secure all of the titanium pigment they 
needed in 1947 and 1948, they purchased 
and employed a substitute at an increase in 
cost. “However, if they passed this extra 
cost on to their customers, it would not re- 
sult in any reduction in their profit; and 
there is no evidence that they did not pass 
it on.” 

Wolfe and Dannenfelser contended that the 
use of the substitute reduced the quality of 
their product, “but there is no proof that 
they failed to sell any part of their paint 
production at a profit.” 

Assuming that the alleged conspiracy be- 
tween du Pont and National Lead existed, 
“there is no evidence that prices [of tita- 
nium] were fixed at a higher level than 
would have been the competitive price. 


Assuming an increase in the price of tita- 
nium pigment as a result of the alleged con- 
spiracy, if Wolfe and Dannenfelser “did not 
absorb such increase in price but passed it 


on to their customers, they could not recover 
in a treble damage action. . . .” 


5. Federal Trade Commission Interpreta- 
tion of the Webb-Pomerene Act (Export Trade 
Association Bulletin, No. 1-55, July 15, 1955). 
[K.J.C.] 

Acting on the recommendation of the Federal 
Trade Commission which had just completed a 
study of our export trade, Congress in 1918 
passed the so-called Webb-Pomerene Act. The 
Act permitted American exporters to form asso- 
ciations which, after registration with the Fed- 
eral Trade Commission, would become exempt 
from the Sherman Act. The activities of such as- 
sociations were limited solely to exporting and 
the law provided that they could do nothing to 
restrain domestic trade or intentionally to en- 
hance or depress prices within the United States. 

During the Congressional debates on the 
Webb-Pomerene bill, the question arose whether 
the exemption to be given to Webb-Pomerene 
export associations would extend to price-fixing 
and restrictive agreements between such associa- 
tions and foreign competitors. Both Representa- 


tive Webb and Senator Pomerene said that such 
was not the intention of the bill and that inter- 
national agreements of that nature would re- 
main subject to the Sherman Act. Nevertheless, 
the Federal Trade Commission in a letter writ- 
ten in 1924 to a group of silver producers inter- 
preted the Act to the contrary. There was, ac- 
cording to the Commission, nothing in the Act 
which prevented cooperative arrangements be- 
tween Webb-Pomerene associations and foreign 
organizations, and the sole test of their legality 
was their effect upon domestic trade within the 
United States. 

The interpretation of the Webb-Pomerene 
Act by the Commission in the “silver letter” 
seemed to many to change the whole purpose of 
the Act. From a measure to permit American 
exporters—particularly small ones—to act to- 
gether to compete more effectively against for- 
eign combinations and cartels, it became a meas- 
ure designed to permit them to join the 
foreigners. 

Among the many critics of the Commission's 
interpretation of the Webb-Pomerene Act in the 
“silver letter’ were the courts, and it would 
seem that restrictive agreements between Webb- 
Pomerene associations and foreign organizations 
have actually been illegal in recent years. [See 
U.S. v. U.S. Alkali Export Association, 86 F. 
Supp. 59 (1949).] Nevertheless, the Commission 
did not retract its interpretation and, prior to 
July 15, 1955, the “silver letter” remained the 
Commission's only official policy statement on the 
matter, On that day, however, the Commission 
issued a bulletin in which it reversed its position 
and accepted the interpretation implied by the 
courts. In this bulletin the Commission states 
that “insofar as an export association enters into 
resirictive agreements with foreign competitors, 
those agreements will not be considered ‘in the 
course of export trade’ within the meaning of 
the Webb Act and their lawfulness will be de- 
termined according to traditional Sherman Act 
criteria. . . .” Thus, thirty-seven years after its 
passage, the Webb-Pomerene Act was returned 
to its original purpose. 


II. REGULATION 
ACTERISTICS 
C. Packaging and Conditions of Sale 


1. State of Minnesota v. Sullivan, 71 
N.W.2d 895 (Minn. Sup. Ct. June, 1955). 
[R.L.w.] 


To aid the sale of cosmetics in his store, Sulli- 
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van gave demonstrations of the application of 
makeup to customers who entered the shop. The 
state then sought to regulate Sullivan's retail 
store as a beauty shop under the provisions of 
the state’s beauty culture act. 

Since the demonstration services were free, 
Sullivan claimed the act did not apply to him. 
The court found differently, basing its decision 
on two points. First, the purpose of the act is to 
prevent the spread of disease. Since the demon- 
strations gave ample opportunity for disease to 
spread, the demonstrations would fall within 
the intent of the legislature. Second, the law 
specifically applies to anyone engaged in the ap- 
plication of beauty treatments “for compensa- 
tion or other reward.” Thus, the fact the demon- 
strations were free was beside the point. 


III. REGULATION OF PRICE COMPETI- 
TION 


A. Price Discrimination 
1. B. F. Goodrich Co. v. Federal Trade 
Commission, 134 F. Supp. 39 (D.C. Dist. of Col., 
September, 1955). [W.F.B.] 


Almost four years ago, the Federal Trade 
Commission issued its first order under the so- 
called quantity limit rule of the Robinson-Pat- 
man Act (see the April 1952 issue of this section). 
The order was directed at the tire industry, pro- 
hibiting its members from granting greater 
quantity discounts than those allowed on orders 
of 20,000 pounds. Since its issuance, the large 
tire companies have been seeking to nullify it 
by court action and finally a decision has been 
handed down. Actually, it is a summary judg- 
ment, requested by both parties, and is based 
upon technical grounds so that it does not de- 
cide such fundamental questions as the constitu- 
tionality of the provision, the standards required 
for determining what discounts are likely to 
promote monopoly, and so on. The Court simply 
has ruled that the Commission's order should 
have been based on a finding that purchasers in 
quantities greater than 20,000 pounds are so 
few as to render differentials based upon such 
larger quantities promotive of monopoly. In- 
stead, the Commission found as a fact that 
20,000 pounds was the reasonable maximum 
quantity as to which there would be a sufficient 
number of available purchasers so as not to 
render such a maximum differential promotive 
of monopoly. Although these statements would 
seem to have the same meaning, the Court notes 


that the Commission's finding is the converse of 
what it should be and, in view of the importance 
of the whole subject, it should be considered to 
be invalid because it does not strictly comply 
with the requirements of the statute. 


2. Also noted: 


a. In re Doubleday & Co., 24 LW 2124 (FTC 
Docket 5897, August, 1955), involves two 
charges, of which the first is settled favorably 
for the defendant because the Commission de- 
cided that the larger discounts granted to certain 
customers were justified by the functions which 
these customers performed for the publisher 
(previously the Commission has looked only to 
customers’ selling activities); however, the Com- 
mission nevertheless finds the publisher guilty 
of unfair competition because it had agreed with 
its book-club customers to exempt them from 
its “fair trade” minimum prices while at the 
same time it agreed to enforce these minimums 
vigorously against its regular book store retailer 
customers, 


B. Resale Price Maintenance 


1. General Electric Co. v. Federated De- 
partment Stores, Inc., CCH 4 68,098 (D.C.E. 
Wisc. July, 1955). 


“Although the point at issue in this case is a 
fairly commonplace one, the importance of the 
parties and the amount and nature of the evi- 
dence presented in the trial make it both an 
interesting and probably significant decision. It 
is well settled in the litigation growing out of 
the resale price maintenance statutes, the so- 
called “fair-trade” laws, that even in those juris- 
dictions where the law is judicially accepted as 
valid under the state constitution, a price cutter 
may ignore the minimum prices established by 
a brand owner if he can show that the brand 
owner is not effectively enforcing minimums 
and that price cutting is widespread. The nature 
and amount of evidence necessary to convince 
the Court that this situation exists is not at all 
clear, however. The present case contains excel- 
lent examples of the typical contentions usually 
made by both parties in such instances. 

The Boston Store, a unit in Federated’s chain 
and Milwaukee's largest department store, 
openly sold and advertised GE appliances at cut 
prices. General Electric here seeks to obtain an 
injunction prohibiting such sale. The store, in 
turn, justifies its actions on the ground that the 
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price structure for GE products has deteriorated 
because of the manufacturer's failure adequately 
to police price cutting. Executives of the store 
testified that they had religiously observed plain- 
tiff’s fair-trade prices for a long time, but that 
they suffered the loss of a very substantial part 
of their sales volume on these items because of 
the competition from other retailers selling the 
same items at lower prices. They complained to 
General Electric, but the situation did not im- 
prove. At various times the store made use of 
its own shoppers and employed an independant 
local market research firm to determine the ex- 
tent of price cutting by retailers. According to 
this evidence, over one half of the retailers in 
Milwaukee selling GE appliances were not ob- 
serving the proper minimums. 

General Electric Company officials admitted 
that there had been extensive price cutting (a 
few rough checks by the firm had been made) 
but contended that they had taken and were 
continuing to take steps to combat such viola- 
tions, The Court, however, is very critical of the 
Company's attempts in this direction, noting 
that it did not even know who was selling its 
products and that as a result of this ignorance, 
whenever a complaint about price cutting came 
to its office, its first step was to list the name of 
the offender, then send him a letter notifying 
him of the minimum resale prices on GE prod- 
ucts and warning him to observe these prices. 
Thereafter, if further complaints about him 
were received, attempts were made to persuade 
him to cease cutting prices; if he continued to 
do so, an action in court was commenced, The 
Court labels this approach “ponderous, ineffec- 
tive, and entirely unrealistic,” remarking that 
on the average about six months had elapsed be- 
tween the time GE first learned of the dealer's 
offense and the beginning of court action. 

In finally deciding the case, the Court care- 
fully balances the possible damages to each of 
the parties arising from a decision either way. It 
doubts that GE would suffer very much in the 
absence of an order, at least until it had been 
able to devise an adequate policing system for 
its price-maintenance program. On the other 
hand, it has no doubt at all that the issuance of 
an injunction against the Boston Store would 
injure the latter seriously, not only depriving 
it of its ability to meet competitors’ prices and 
thus causing it to lose sales of GE products but 
possibly causing it to gain a reputation for high 
prices which could have an even more critical 
effect. In view of the breakdown of the price 


structure, the inadequacy of General Electric’s 
policing system, and the much greater potential 
damage likely to be suffered by the defendant 
in the event of the issuance of the injunction, 
the Court decided that it would not issue such an 
order. 


2. Rogers-Kent, Inc, v. Westinghouse Elec- 
tric Corp., CCH 4 68,084 (Richland Co. Ct., So. 
Carolina, July, 1955). [w.F.B.] 


Although the majority of courts yet continue 
to uphold the constitutionality of “fair trade,” 
it is significant that the number of those which 
do not is growing steadily. In the South Carolina 
decision here reported a lower Court ruled that 
the state's price-maintenance statute is invalid 
on three familiar grounds: first, the act was in- 
valid at the time of its passage because it was in 
conflict with federal legislation (the Sherman 
Act) and must be repassed before it can again be 
considered; second, in any case, it violates the 
due process clause of the Constitution of South 
Carolina; and third, the act illegally delegates 
legislative authority. Of course, this decision, or 
another similar to it, may be appealed to the 
Supreme Court of the state; thus far, however, 
appeals to higher courts of decisions of this sort 
have not been reversed. 


3. Sunbeam Corp. v. Masters of Miami, 
225, F.2d 191 (CCA 5, July, 1955). [w.F.B.] 


The manufacturer who seeks to enforce resale 
price maintenance faces difficult hurdles in ju- 
risdictions such as Florida, in which the non- 
signer provision of the state's “fair-trade” law 
has been declared unconstitutional. To attempt 
to prevent price cutting, the brand owner usu- 
ally must limit distribution to those sellers who 
have signed contracts binding them to observe 
the stated minimum prices. Even in this situa- 
tion, however, the problem of keeping his brand 
out of the hands of a price cutter often poses a 
problem. In the action reported here, the Sun- 
beam Corporation had sued to enjoin the de- 
fendant from inducing some of Sunbeam’s cus- 
tomers to breach their contract and sell to 
Masters even though the latter had not signed 
a contract. Courts frequently have been willing 
to prohibit such activity (see the October 1955 
issue of this section), but in its decision on this 
appeal from a ruling of the U.S. District Court 
of Florida, the Fifth Circuit Court of Appeals 
takes a somewhat surprisingly different view. 
Over the strong dissent of one of its members, 
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the Court concludes that the present status of 
Florida's public policy is opposed to resale price 
maintenance, as evidenced by recent decisions 
of its highest court. Contracts establishing mini- 
mum prices are against that policy and, there- 
fore, individuals who induce breach of these 
contracts do not violate the law. 


4. Also noted: 


a. Seagram Distillers Co. v. Corensweet, 281 
S.W. 2d 657 (Sup. Ct. Tenn., August, 1955), is an 
example of a “fair-trade” law being upheld in 
the face of an attack against it which apparently 
seeks to find new technical grounds (rather far- 
fetched) on which to overthrow it. 

b. In Home Utilities Co. v. Lionel Corp., 
CCH 4 68,119 (Md. Cir. Ct., Baltimore, August, 
1955), a lower Court follows a precedent set over 
a decade ago by the state Supreme Court in rul- 
ing that the Maryland resale price-maintenance 
statute is within the scope of police power, that 
it is not an illegal delegation of legislative au- 
thority, and that the invalidity of the act at the 
time of its passage does not affect its current 
Status. 

c. Lionel Corp. v. Klein, CCH € 68,085 (Del- 
aware Ct. of Chancery, New Castle Co., June, 
1955), finds the defendant unsuccessfully raising 
technical defenses for his cutting of prices on 
Lionel products, with the Court refusing to ac- 
cept his assertion that there has been a deterio- 
ration in the Lionel price structure and that 
Lionel’s large discounts to certain quantity buy- 
ers justified his price cutting. 

d. Benrus Watch Co., Inc. v. Frankel, 24 LW 
2113 (Ct. of Common Pleas, Lehigh City, Au- 
gust, 1955), enables a retailer to justify cutting 
his prices in a close-out sale in spite of the man- 
ufacturer’s offer to repurchase the merchandise 
because the Pennsylvania “fair-trade” law does 
not contain the usual clause requiring a retailer 
to accept such an offer. 


IV. REGULATION OF CHANNELS OF DIS. 
TRIBUTION 


A. Operating Features of Marketing Institu- 
tions 
1. Hagerman v. City of St. Louis, 24 LW 
2127 (Mo. Sup. Ct., September, 1955). [W.F.B.] 


In this decision, the Supreme Court of Mis- 
souri invalidates a municipal ordinance which 


attempted to restrict severely the sale of jewelry 
by auction retailers. The law prohibited such 
sale entirely in the months of June and Decem- 
ber (the most important of the year for jewelry 
retailers) and, during other months, limited 
hours of sale and required retailers to meet 
other restrictive qualifications. ‘This ordinance 
is another example, perhaps more obvious than 
usual, of an attempt by one class of retailer to 
secure the help of the law in reducing competi- 
tion from another class of firm. Fortunately, the 
Court refused to accept the limitations which 
were proposed, emphasizing that inasmuch as 
the selling of jewelry at auction was not illegal 
per se, immoral, or otherwise harmful, its regu- 
lation in the manner attempted violated the due 
process clause of the Missouri Constitution. 


V. REGULATION OF UNFAIR COMPETI. 
TION 


A. Advertising 


Federal Trade Commission Adopts Ciga- 
rette Advertising Guides (24 USLW 2142). 
[R.L.w.] 


In an effort to reduce the number of mislead. 
ing advertising complaints from the cigarette 
industry and to establish standards for judging 
cigarette advertising, the Federal Trade Com- 
mission has adopted a set of cigarette advertising 
guides. These guides were developed after a se- 
ries of conferences with the industry. 

According to these guides, cigarette advertis- 
ing in the future will refrain from the following: 


1. Reference to any physical effect or lack of 
effect from smoking cigarettes in general or any 
particular brand. 

2. Representation that any brand is lower in 
nicotine or tars than other brands unless it has 
been established scientifically that a significant 
difference does exist. 

3. Reference to effect of cigarettes in general 
or any brand on any part of the body or on the 
energy of the smoker. 

4. Representing medical approval of smoking 
in general or of a specific brand. 

5. Comparing sales of different brands or the 
type of tobacco used in them unless the claims 
are based on fact. 

6. Using testimonials unless such testimonials 
are genuine, the advertiser has reason to believe 
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the author smokes the brand and actually holds 
the opinions stated, and the testimonials do not 
violate other sections of this guide. 

7. Falsely disparaging other brands. 

Nothing in the guides is designed to prohibit 
references to taste, aroma, or enjoyment. 


B. Nonadvertising Promotional Methods 


Trading stamps have been in the news in re- 
cent months as the result of increased use of 
them and increased efforts to prevent their use. 
‘Two states have passed antitrading stamp laws 
this year. 


1. Unfair Practices Act, Utah Code Anno- 
tated, Vol. 2, 1955 Supplement, p. 2g. [R.L.w.] 


Utah trading-stamp legislation is in the form 
of an amendment to the state Unfair Practices 


Act. This act prohibits sales below cost, which 
is defined as actual cost plus 6 per cent, unless 
there is proof that a proportionate share of op- 
erating expenses is less than 6 per cent. For pur- 
poses of this law, selling price is computed by 
deducting the redeemable value of trading 
stamps from the stated price. Since the 6 per 
cent of cost markup allowed is well below most 
actuals markups, this law does not seem to rule 
out further use of trading stamps in Utah. 


2. Licensing Trading Stamps or Devices, 
Laws of North Dakota, 1955, p. 488. [R.L.w.] 
North Dakota passed a law requiring anyone 
using trading stamps in the sale of merchandise 
to secure a license in each county in which he 
uses such stamps. These licenses will cost $6,000 
in each county each year. This law will appar- 
ently eliminate the use of trading stamps in 
North Dakota if it stays in effect. 
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CONSUMER. BEHAVIOR: Vol. II, THE LIFE 
CYCLE AND CONSUMER BEHAVIOR, 
edited by Lincoln H. Clark. (New York: 
New York University Press, 1955 Pp. 125. 
$5.00.) 


This book is an ambitious approach to a sub- 
ject with seemingly infinite variations. Your re- 
viewer is glad that it is. Possibly its contents may 
stimulate many in marketing to explore the im- 
portant consumer behavior areas spotlighted by 
the authors and Professor Clark. Marketing to- 
day is more complicated than ever, and the de- 
mand for wide inquiry and reporting is tre- 
mendous. So much for the sermon! Now let's 
look at the contents and the authors—and why 
this particular book is important. 

Like the first volume published last year, the 
contents are based mainly on papers presented 
at the annual 1954 session of Consumer Be- 
havior, Inc. This organization is a_ selective 
group which meets for several days in the fall at 
the University of Michigan. It is partly an aca- 
demic interdisciplinary group of social scientists 
drawn from such fields as economics, psychology, 
and sociology. It also consists of marketing men 
invited from business. The quality of the par- 
ticipants—strictly top level—and what they said 
make this book a must for anyone interested in 
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marketing. It is not a book to be criticized for 
lack of unity or its strong academic flavor; 
rather, it is to be appreciated for the many di- 
rectional signals provided by some of the most 
outstanding consumer and marketing specialists 
in the country today. 

Professor Clark tells us (in the preface) that 
the book is about: the stages in development of 
the life cycle as each is related to the individual's 
tastes and consumption. He points out trends 
such as the leveling of occupations (for example, 
building superintendent instead of janitor) and 
the lessening influence of age. 

Then, a picked group of experts discuss the 
subject from various viewpoints: career, family, 
economics, social status, psychology, communi- 
cation, and purchase planning. (The last three 
topics are individual contributions added to the 
papers as a means of “rounding out” the sub- 
ject.) 

Careers and Consumer Behavior. This section 
is particularly outstanding. David Riesman (Uni- 
versity of Chicago) and Howard Roseborough 
(Harvard University) cover in a challenging way 
a host of topics: children and consumption, an- 
ticipatory socialization and installment buying, 
problems of class differences (workers and man- 
agement), residual extremes of social class, con- 
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spicuous production, age and death, uniformity 
and constraint, old standardization versus new, 
leisure, and the search for identity in a few well- 
chosen words. But they do all this in an interest- 
ing challenging manner. You forget and forgive 
the quick once-overs of the topics because an in- 
centive to explore further is provided. 

Gregory Stone (Michigan State College) sums 
this up neatly when he says: 

“Most studies of consumer behavior that have 
come to my attention suffer from what may be 
called a paucity of dimension. Their funda- 
mental perspective or underlying frames of ref- 
erence are severely constricted by the limitations 
of a two-dimensional geometry. Consumer be- 
havior is viewed and interpreted in terms of its 
up-or-downness, or its back-or-forthness. The in- 
quiry discussed here provides a welcome excep- 
tion to the general rule, for it has prepared a 
means of escape from the two-dimensional snare 
in which most of our attempts to interpret con- 
sumership have been entangled.” 

Another development worth noting is brought 
out by William H. Whyte, Jr., Assistant Manag- 
ing Editor of Fortune. Focusing on current dis- 
turbances in the market place (which are many 
and tremendous), he points to the fact that per- 
sonal word of mouth has become increasingly 
critical in determining who buys what and when 
~—despite gains in mass media advertising power. 
It is a process as yet little understood, still, it is 
in this area that real market decisions will be 
made. 

These are but samplings of the ideas put 
forth in this book. When there are such con- 
tributors as these and others like Burleigh Gard- 
ner (Social Research, Inc.), George Katona (Sur- 
vey Research Center of the University of Michi- 
gan), Robert Ferber (University of Illinois), and 
S$. G. Barton (Market Research Corporation of 
America), it is certain that the research reports 
and ideas contained in the all-too-brief, 125-page 
book have value. 

Certainly, a challenge is presented to the 
reader to explore further into the fascinating 
subject of consumer behavior—especially today. 
And there is another point which seems to stand 
out, although not so clearly: the need for views 
on this subject (between academicians and busi- 
nessmen) to be expressed on a more frequent 
basis. 

The reviewer is obviously biased in favor of 
this book. Perhaps he sees more values than are 
presented in the pages of black type. But, for a 
book that started out as a collection of impor- 


tant papers on a red thot subject today, it has 
admirably achieved its objective. 

HAROLD E. GREEN 
Executive Editor 
Printers’ Ink 


FACTORS INFLUENCING DURABLE 
GOODS PURCHASES, by Robert Ferber. 
(Urbana: Bureau of Economic and Business 
Research, University of Illinois Bulletin, 
Bulletin Series: Number 79, 1955. Pp. 72. 
$1.00.) 


This is a case history in market research—in 
which the author attempts “to test the feasibility 
of investigating consumer behavior with regard 
to the purchase of durable goods, by means of a 
continuous consumer panel.” The advantage to 
this approach enables the researcher to analyze 
the reactions of the same respondents over a 
period of time. This obviates the problem cre- 
ated by the utilization of spot surveys—wherein 
the plans to purchase expressed by one group 
of respondents must be compared with actual 
purchases made by another group. 

There are six main divisions: 


1. THE SAMPLE 


A continuous monthly panel of some 150 fam- 
ilies living in Decatur, Illinois, was established 
in March, 1951. Additionally, between 35 and 50 
“new” families were interviewed on each of the 
succeeding second, third, fourth, and seventh 
months. 

The original panel was augmented to (1) in- 
crease the size of the sample and/or offset re- 
spondent mortality and (2) to evaluate the effect 
of membership in the panel on the replies. 

The author is fully cognizant of the possible 
bias that may result from nonresponse and the 
effect of membership in the panel. 

Personal interviews were conducted regarding 
actual purchases, plans to purchase within the 
next year, and the respondent's future expecta- 
tions involving income, savings, and price 
changes of durable goods. 

Cayeful note is made of the restricted scope 
of the study, and the limited application of its 
findings. 


Hl. CHARACTERISTICS OF DURABLE 
GOODS PURCHASES 


This section deals with the nature and charac- 
teristics of durable goods actually purchased by 
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the panel: a distribution of such purchases by 
socio-economic groups; the importance of credit 
financing; the length of time that was consum- 
mated in planning these purchases; the impor- 
tance of “impulse” buying; and the influence of 
economic and political expectations. 

Incidentally, the definition of durable goods 
is broadened to include clothing and shoes—on 
the thesis that these items appear to be as dur- 
able as other so-called durable goods. 

Durable-good purchases are divided into two 
main categories: major—where the cost of the 
purchase exceeds $25; and minor—where the 
cost is below $25. 


Ill, CHARACTERISTICS OF PLANS AND 
PLANNERS 


In contrast with the analysis of actual pur- 
chases made by members of the panel, this sec- 
tion concerns itself with plans to make future 
purchases of durable goods. 

This chapter is an intensive study of the type 
of people who plan their purchases and the 
characteristics of these purchase plans. Plans to 
purchase are approached in the same manner as 
was previously noted for actual purchases: a 
breakdown by socio-economic groups, the con- 
templated means for financing, the length of 
time covered by the plan, degrees of certainty at- 
tached to the plan, and the effect of economic 
and political expectations upon the formulation 
of plans to purchase. 

A purchase plan was considered to exist when- 
ever the respondent had made a decision that he 
would buy some durable good within the suc- 
ceeding twelve-month period. This definition 
was deliberately “loose” so that subsequent pur- 
chases could be compared with purchase plans 
possessing different degrees of certainty—thereby 
providing basic data for the development of a 
definition of an “operationally useful” purchase 
plan; that is, one that could be used as a reliable 
indicator of future purchases. 


IV. REALIZATION OF PURCHASE PLANS 


Having separately analyzed purchases and 
purchase plans, we are now prepared to relate 
the two by determining the extent to which pur- 
chase plans are converted into actual purchases. 
This chapter is divided into two segments: the 
characteristics of plans that were realized versus 
those that were not; and, secondly, the charac- 
teristics of those families whose plans material- 
ized as distinguished from those whose plans 
were not fulfilled. 


Some difficulty is encountered in measuring 
the realization of purchase plans since the study 
was conducted over a limited period of time. 
This problem is resolved in the following way: 
First, all plans extending beyond a year were 
excluded from consideration; of the remaining, 
only those plans were defined as eligible wherein 
interviews with the particular respondent could 
be made for at least three months beyond the 
contemplated date of consummation. If a given 
purchase plan was not realized within three 
months succeeding the contemplated date, it was 
classified as “unfulfilled.” Plans with uncertain 
purchase dates were considered separately. The 
limitation of time for fulfillment to a lag of 
three months does not appear seriously to affect 
the count of realization, since 80 per cent of the 
major plans whose timing was known were ful 
filled within this period. For plans whose timing 
was uncertain, go per cent of the realized plans 
came within three months of the time the plan 
was originally reported. 


V. IMPLICATIONS OF THE RESULTS 


Recognizing that the “results themselves ob- 
viously do not rest on a very firm basis,” the 
author proposes a series of hypotheses regarding 
consumer behavior in the purchase of durable 
goods—only for the purpose of indicating the in- 
ferences that could be made if the findings had 
been adequately established. Also, this approach 
serves to point up the areas upon which further 
inquiry should be made. Finally, the stating of 
several hypotheses tends to test the method it- 
self—hy utilizing the experience herein gained 
to indicate ways to improve the technique of a 
continuous consumer panel in future studies of 
consumer behavior. 

The author closes with the expressed belief 
that this technique has great promise as a fore 
casting tool. Purchases—segregated into these 
categories: necessity, impulse, and planned—can 
be predictable, probably on a monthly basis. 


VI. APPENDIX 


To complete this descriptive analysis, a form 
of the questionnaire and a treatment of the in 
fluence of bias are incorporated within the ap- 
pendix. 

. 

In the reviewer's opinion, the author has ac- 
complished his purpose. He presents adequate 
evidence to substantiate the use of a continuous 
consumer panel for relating purchases plans to 
subsequent fulfillment. 
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It is unfortunate that the sample is so pro- 
hibitively restricted—both as to number of re- 
spondents and number of consumer trading 
areas. For this reason, specific findings have 
little significance. 

Also, it would appear unwise to include cloth- 
ing and shoes in a treatment of durable goods. 
These items are appreciably different from the 
usual concept of durable goods, and no purpose 
is gained by their inclusion. Secondly, the ar- 
bitrary division between minor and major pur- 
chases ($25) tends to bury the serious differences 
in consumer behavior that are apparent at vary- 
ing price levels. For example, we have found im- 
portant differences in consumer motivation be- 
tween the purchase of a “leader” model and a 
“de luxe” model. 

Nevertheless, this pamphlet is recommended 
to practitioners in market research. It presents 
an operationally useful technique for studying 
consumer behavior. 

ANTHONY E. CASCINO 
Director of Marketing 
Crosley and Bendix Home Appliances Divs. 
Avco Manufacturing Corporation 


MODERN MARKETING, by H. W. Hepner. 
(New York: McGraw-Hill Book Company, 
1955- Pp. 599. $6.00.) 

Anyone who sets out to write a book about 
general marketing has a problem similar to that 
which confronted the small boy on the beach 
who said that he was going to empty the ocean 
with his toy bucket. Like all the general market- 
ing texts, this book suffers from the basic con- 
flict between coverage and penetration. Also, 
like the rest, it has both strong and weak points. 
In this reviewer's opinion, there are perhaps a 
few more of the latter than of the former. 

To begin an assessment of the strengths and 
weaknesses of this book, let us first look at the 
author's objectives and intentions as far as we 
know them. The author states in his preface 
that his book differs in three respects from other 
texts: (1) the expectations of management have 
guided the selection of the content; (2) the dy- 
namic forces that affect marketing have been 
stressed; and (4) a third “purpose” is cited—not 
a difference which is supposed to compose the 
list—that of stimulating an interest in marketing. 

Additional clues about the author's intentions 
are revealed in the second chapter which cata- 
logues the developmental aims the student 
should seek to achieve. Here, it is suggested that 
it is the objective of the book to develop an 


appreciation of practices, principles, and funda- 

mental influences in marketing situations rather 

than the mere mastery of skills or techniques. 

So one might think of these student aims as be- 

ing, at least in part, the objectives of the book. 
Before asking whether the objectives are 

reached, let us examine briefly the arrangement 
of content to see how the author sought to 
achieve his goals. The book is divided into ten 
parts roughly as follows: 

Part 1 Introduction—21 pages of the usual in- 
troductory fare with the exception of 
the second chapter on student aims 
mentioned previously. 

Part 2 Marketing Is Done in a Dynamic Econ- 
omy—40 pages concerned principally 
with the basic trends in population, 
employment, technology, and consumer 
incomes and expenditures. 
Possible Markets for Our Product—go 
pages which deal with the variations in 
consumption behavior among areas: 
the farm market; the industrial market; 
special-interest markets such as gift, 
do-it-yourself, and dietetic markets; 
and, finally, an ill-fitting chapter in- 
serted on marketing research. 
The Product That We Want to Sell— 
46 pages which treat product develop- 
ment and packaging and touch on pric- 
ing. 
Channels of Distribution That Might 
Be Used to Sell Our Product—137 
pages broken down roughly as follows: 
12 pages devoted to a discussion of the 
merchant wholesaler; 7 pages of gen- 
eral material treating manufacturing 
agents and food brokers; 16 pages of 
general trends in retailing; 13 pages of 
trends in food marketing; 10 pages 
which provide a general discussion of 
drug stores and variety stores; 16 pages 
of trends affecting department, spe- 
cialty, and branch stores and shopping 
centers and 11 pages of miscellaneous 
outlets and means of selling, including 
automotive retail outlets, consumer 
cooperatives, and automatic “merchan- 
dising.” 

Promoting Sales of Products Through 

Dealers—44 pages which treat the use 

of advertising in marketing (12 pages), 

point-of-sales promotion (12 pages), 
and premium promotions (14 pages). 

7 Personal Selling of Our Product—s5o 


Part 3 


Part 4 


Part 


Part 6 


Part 
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pages devoted to the discussion of man- 
agement of sales force (18 pages), the 
salesman in marketing (13 pages), and 
selling direct to the consumer (15 
pages). 

Management Responsibilities in Mar- 
keting—g5 pages of loosely related ma- 
terial which is roughly allocated as fol- 
lows: 18 pages on top management in 
relation to marketing (mostly on auto- 
mation); 13 pages on budgets in 
marketing (includes advertising ap- 
propriations and breakeven charts); 12 
pages of general material on credit as a 
factor in marketing; 14 pages on trans- 
portation and warehousing (slightly 
more from the management viewpoint 
than usual); 14 pages on keeping in 
touch with competition; and finally, a 
few pages on government and market- 
ing. 

Marketing as Your Career—g1 pages, of 
which 15 are spent on international 
marketing by some quirk of classifica- 
tion and the balance on career oppor 
tunities in marketing. 

Sources of Information—12 pages of 
sources catalogued for the student. 


Part 10 


Does the author's arrangement differ substan- 
tially from the standard format or structure of 
the general marketing texts? The traditional 
pattern has been mainly characterized by insti- 
tutional description. This description usually 
proceeds from the consumption level through 
retailing to wholesaling and the manufacturing 
level. There often is an attempt to identify the 
basic functions performed by the system and oc 
casionally an individually detailed discussion of 
them. Not unusually, one finds some discussion 
of social, economic, and political problems in 
volved in the marketing process in aggregate. 
Also, there may be a shift to the commodity ap 
proach at some point to cover the somewhat dis 
similar problems encountered in the marketing 
of agricultural and industrial products, the pre 
vious institutional discussion typically being con- 
fined to consumer products. The significant mar- 
ket problems of the firm are covered in varying 
detail in most standard texts. The space allo- 
cation is typically not large; the viewpoint is 
often one of illustrating some market problems; 
and, normally, this discussion is weakly bridged 
to the descriptive environmental material which 
dominates the introductory texts. 

The author has claimed certain differences al- 


ready specified and these are partly in evidence 
from the outline of the contents of the book as 
given above. The major change in emphasis is a 
shift in point of view from that of an observer 
of the marketing process in aggregate to that of 
an active managerial participant within the 
firm. This is a shift in the right direction in this 
reviewer's judgment. The author has not aban- 
doned the descriptive institutional material but 
has attempted to examine it from the stand- 
point of the firm as a kind of environmental 
background against which the particular deci- 
sion areas were treated. The other differences 
claimed for the book—namely, stimulating in- 
terest in marketing and stressing the dynamic 
forces affecting it—are not in any way unique, 
although it may be thought by some readers that 
these ends are accomplished more fully by this 
book than by others. That, however, is not this 
reviewer's judgment. 

In the course of changing the orthodox struc- 
ture, has the author left untouched some of the 
important areas traditionally treated in general 
marketing texts? Although it is patently imprac- 
tical to cover all relevant material in a single 
volume, it is worth noting that it apparently 
was the choice of the author to omit or at least 
to minimize some of the usual coverage. Some 
topics omitted or slighted in the interest of the 
author's approach and space problems are: buy- 
ing motives, consumer goods classification in re- 
lation to marketing methods, the group activi 
ties of independent stores, mail-order houses, 
chain stores (which are for the most part im- 
plicitly subsumed in the treatment of super- 
markets and shopping centers), limited function 
wholesalers, raw materials and most of agri 
cultural marketing, and, finally, most of the cus 
tomary material on pricing (although there is a 
brief section on it). Much of this is inevitable. 
Some of these items are mentioned briefly but 
are given considerably less attention than it is 
customary to find in the general marketing texts, 

In the face of this considerable amount of ma 
terial left out or at least deemphasized by the 
author, it becomes necessary to ask what innova- 
tions have been introduced. In addition to not 
ing some of the areas not usually covered, it is 
worth while to observe some of the innovations 
in treatment that the author has given some sec 
tions of the book. For example, there are chap- 
ters on; interest group markets, including gift, 
do-it-yourself, and dietetic markets; the develop 
mental aims or targets the student reader should 
set for himself; point-of-sale selling effort, un- 
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fortunately called “merchandising” aids; pre- 
mium promotions; managing the sales force; the 
salesman in marketing with a strong career 
flavor; the relationship of top management to 
marketing; budgets; keeping in touch with com- 
petition; internationally marketing; and careers 
in marketing and a section devoted to sources of 
information, Most of these are not found in the 
standard texts, but it is probably accurate to say 
that they appeared in this volume partly because 
they were consistent with the management 
theme; partly because they served special pur- 
poses such as interest devices and as an assist- 
ance in career choices; and partly because they 
appear to have been awkwardly inserted in the 
attempt to use clusters of clippings. An example 
of an innovation in treatment is that of the re- 
tailing institutional trends. Instead of consider- 
ing the types of establishments in terms of 
chains and independents, the author discusses 
food stores and drug stores—a change from 
types of operation to kinds of business. 

What appears to be happening in the study 
of marketing, as reflected in the texts, is some- 
what analogous to the pedagogical problem of 
presenting introductory economic analysis. In a 
broad sense, the basic alternative approaches to 
the presentation of economics are: (1) to pre- 
sent the overview of the system through what 
has become known as aggregative or macro-eco- 
nomics as a basis for understanding the broad 
forces and currents running in the environment 
to which the firm must adjust or consider in its 
decision making; then, having gained some ap- 
preciation of the workings of the whole struc. 
ture and process, to turn attention to the prob- 
lems of the firm—traditionally termed micro- 
economics; (2) vice versa; or (3) an attempt at 
simultaneous treatment of both viewpoints. It 
is not a question of whether the students need 
or do not need the information and understand- 
ing about what is going on inside and outside 
the firm. The answer is clear. It is largely a 
question of pedagogy: Which point of view to 
hold consistently throughout the examination 
of the relevant substantive content which will 
develop the appropriate understandings and 
skills for an introductory course? Or, short of 
holding consistently to one viewpoint, how can 
the shift from one to the other be handled 
smoothly and without confusion? If students are 
to be asked to adopt both a macro-viewpoint 
and a micro-viewpoint, which is it educationally 
sounder to do first? The answer is clearly going 
to vary from teacher to teacher, and from group 


to group, depending on its composition and 
level. Some will be graduate and some under- 
graduate, some will be composed of potential 
marketing majors, and others some unknown 
mixture of “one-course-only” individuals. 

To venture one of the arguments may not be 
too much out of order. If business is to be the 
subject of academic inquiry, then its distinguish- 
ing feature is the study of managerial processes 
within the firm. It does not seem unreasonable 
to take that standpoint and examine the prob- 
lems of the firm that require resolution in the 
light of environmental conditions. This leaves 
the student free to employ the relevant content 
and methodology of social sciences in the in- 
vestigation of firm problems but never without 
a touchstone of relevancy. The structure of this 
book lent itself to this kind of treatment but, 
in one opinion at least, it did not deliver the 
caliber of material which the framework was 
capable of supporting. 

To lessen the risk of overemphasizing the 
structure, viewpoint, and coverage of the book, 
notice briefly one or two other salient points 
that stood out to this reviewer. The basic source 
material for the author is acknowledged to be 
the trade journals, and a reading of the book 
will readily confirm this. As one might expect, 
this dependency has both advantages and disad- 
vantages. On the one hand, the material is cur- 
rent—usually written in an interesting and often 
dramatic style—and the viewpoint is usually 
imaginative and fresh, not restricted by theo- 
retical pigeonholes and analytical rigor. On the 
other hand, these sources tend to emphasize 
newsworthy items of current interest, often un- 
tried new developments, and speculations about 
newborn trends. The treatment, for the most 
part, tends to be superficial and inadequately 
documented. The task of compiling such ma- 
terial into a coherent, logical flow within the 
structure is too great to be thoroughly mastered, 
although in this case the author has exhibited 
considerable skill in weaving his material to- 
gether. 

On matters of pedagogy, the book introduces 
a number of interest “gimmicks” and is basically 
vocational in flavor. It is full of interesting and 
“practical” examples. As a reflection of the 
source material, the language naturally follows 
business usage and consequently, from an aca- 
demic standpoint, appears imprecise. (See page 
119g or page 357 for business use of the term 
“merchandising” in conflict with Definitions 
Committee of American Marketing Association, 
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although this in itself is no sin.) One might go 
even farther and say that in general the book is 
weak in constructing concepts and perceptive 
interpretations of observations so newsily re- 
lated. (See page 153 for one example of author's 
habit of citing “one study that shows . . .” with- 
out documentation.) As examples of interest and 
teaching devices, notice the statements that pre- 
cede each chapter and the emphasis on trade- 
journal sources to encourage current reading. 
However, references of a more substantial char- 
acter are scarce (see, particularly, pricing sec- 
tion, page 200). The chapter preliminaries 
might have been more effective in the form of 
questions in the opinion of this reviewer, and 
occasionally these proverbs or precepts ap- 
peared not to follow the chapter content. Asser- 
tions are frequently left unsubstantiated and 
often arise from the quotation of some business 
“authority” (See page 471 for the unnecessarily 
weak criticism of break-even analysis. See page 
161 for assertions about irrational consumer 
behavior or page 509 on imitating competitor's 
behavior.) There appears to be some naiveté on 
the interpretation of the effectiveness of selling 
efforts. (See page 403 regarding contests where 
correlation and causation are confused.) 

There are points where the enthusiasm for ex- 
citing new developments (perhaps, a reflection 
of the source materia] again) leads to flimsy and 
vague statements. (See, for example, the failure 
to be more specific in assessing the marketing 
implications of automation, page 452.) 

On balance, the most important feature of the 
book is its arrangement and viewpoint. The 
content does not, in the reviewer's opinion, fully 
take advantage of it. For example, the viewpoint 
of the manufacturer as a seller in the section 
on channel choice, especially, is tacitly adopted. 
And it is also in this section that the author has 
the most difficulty in holding to his original 
viewpoint without vacillating between general 
institutional description in the traditional vein 
and the market problems of the firm. Perhaps 
such shifting is inevitable, and gradually we will 
learn to handle it with more finesse than was 
in evidence in this early attempt. 

In closing, the reviewer wishes to commend 
the author for his effort in attempting to find 
a better organization of material for teaching 
basic marketing and for presenting a framework 
which points in a worth-while direction. 


RICHARD HAND 
Queen's College 
Kingston, Ontano 


THE SHOPPING CENTER versus DOWN- 


TOWN, by C. T. Jonassen. (Columbus: Bu- 
reau of Business Research, The Ohio State 
University, 1955. Pp. xviii-1 70. $3.50.) 


In 1953 Professor Jonassen conducted a study 
of the shopping habits and attitudes of an area 
sample of Columbus, Ohio, consumers. In the 
course of that study, published by the Bureau of 
Business Research under the title Downtown 
versus Suburban Shopping in Columbus, Ohio, 
Jonassen developed a three-part questionnaire 
concerning the relative use of downtown and 
suburban areas. Section I concerned shopping 
behavior: what items were purchased where and 
how frequently, and what means of transporta- 
tion were used to reach the retail stores. Section 
II concerned the consumer's attitudes toward 
the downtown and suburban centers, Section HI 
was devoted to socio-economic data describing 
the respondents. 

After considerable testing, Jonassen devel- 
oped schedules and rating techniques that 
seemed significant in discriminating between 
downtown and suburban shoppers. Although no 
attempt was made to observe actual behavior, 
the questionnaires were validated by examining 
the internal consistency of the responses within 
each section and by noting the high degree of 
correlation between the scores on Sections I and 
Il. 

In 1954 Professor Jonassen tested his Colum- 
bus findings by using the same methodology and 
a substantially similar questionnaire on area 
samples taken in Seattle and Houston, New in- 
terviewers and field supervisors were engaged, 
but a detailed interviewing manual was written 
to insure comparability. The work done in the 
two additional cities quite generally corrobo- 
rated the first findings. 

“The study found . . . that the most impor- 
tant disadvantage of the central business district 
was difficult parking; next in importance for all 
cities was ‘too crowded;’ and, third, wafhic con- 
gestion. Respondents . . . agreed that the ad. 
vantages of downtown shopping were . . . first, 
‘large selection of goods;’ second, ‘can do several 
errands at one time,’ and, third, ‘cheaper prices.’ 
Opinions concerning suburban shopping centers 
were less uniform in second and third choices, 
but respondents in the three cities agreed that 
closeness to home was the chief attraction.” 

Further findings included definite indications 
that people in the skilled worker category were 
more strongly oriented toward the use of subur- 
ban centers than were people in either the un- 
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skilled category or in the category of managerial, 
professional, sales, and clerical work. People 
with children, similarly, were oriented toward 
the suburban centers. Less clear-cut evidence de- 
veloped that men were more strongly oriented 
toward the suburban centers than were women; 
that the younger age groups had a somewhat 
greater preference for the suburbs than the 50- 
64 year category; and that the lower socio-eco- 
nomic groups turned to the suburbs more than 
higher ranking groups. (However, Jonassen 
noted reservations with regard to the last three 
comparisons either because of excessively small 
samples or because of somewhat conflicting re- 
sponses between cities.) The studies also indi- 
cated that the [at least, avowed] reasons for 
preferring either suburbs or downtown varied 
with socio-economic status, The wealthier groups 
saw “limited selection” as a major disadvantage 
of the suburbs to a significantly greater extent 
than did the lower income groups. On the other 
hand, the poorer people paid more attention to 
the “higher price” disadvantage. 

However, probably the most important and 
the most debatable finding was that parking dif- 
ficulties were only a part of the disadvantages of 
downtown, Jonassen rendered a real service in 
pointing out that improved parking facilities, 
even if they should become available in most 
cities, would not solve all of downtown's diffi- 
culties. The suburban center, in many cases, has 
more or less inherent advantages of proximity, 
compactness, and informality. The present study 
also indicated that extra suburban night open- 
ings were a clear-cut advantage. 

However, reservations must be expressed con- 
cerning some of the grounds on which Jonassen 
minimized the importance of parking difficul- 
ties. One was a finding that many people were 
“noncar users” and, therefore, presumably not 
bothered by parking troubles. However, anyone 
who did not use his car for downtown shopping 
trips was defined as a “nonuser.” Consequently, 
this category included the people who found 
parking so difficult that they gave up private 
transport for downtown trips. Another bit of 
evidence given considerable attention was that 
only 30.2 per cent of the Houston respondents 
reported downtown parking as “practically im- 
possible” or “extremely difhcult,” while 48.8 per 
cent of the Seattle replies fell in those two cate- 
gories; yet, suburban shopping was more popu- 
lar in Houston than in Seattle. When one adds 
the “difficult” responses to the two categories 
cited above, however, the gap narrows to 62.5 


versus 76.8. Narrower gaps were found in Hous 
ton and Seattle responses to questions relating 
to the cost of parking and general traffic difficul- 
ties. 

But it must be noted that, while the differ- 
ences in attitudes between Houston and Seattle 
are perhaps somewhat less significant than Jon- 
assen indicated, they did exist and they did run 
in contrary fashion to the reported shopping 
behavior. This and other general findings are 
more important than relative quibbles over mat- 
ters of degree. Moreover, Professor Jonassen has 
not only amassed and analyzed a wealth of data 
in reaching his conclusions, but he has consci- 
entiously presented all of the evidence in this 
book so that anyone inclined to quibble can re- 
view the complete data. 

In fact, the chief defects of this book are—in 
great part—the result of its virtues. The very 
complete documentation, the constant cross ref- 
erences to the Columbus study, the precise socio- 
metric terminology used throughout, and the 
avoidance of subjective description of the mar- 
kets and the people studied do make the book 
dificult for the man who must read as he runs. 
One can hope that Professor Jonassen will issue 
a somewhat “popularized” summary for the 
benefit of the many who must run while read- 
ing, but who would find his conclusions signifi. 
cant and useful. In the meantime, serious stu- 
dents of marketing, retailing, and urban land 
utilization will turn to this interesting and stim- 
ulating study. 

STANLEY C. HOLLANDER 
University of Minnesota 


BEHAVIOR IN A SELLING GROUP: A Case 
Study of Inter-Personal Relations in a De- 
partment Store, by George F. F. Lombard. 
(Boston: Harvard University, Division of 
Research, Graduate School of Business Ad- 
ministration, 1955. Pp. 359. $4.00.) 

Out of the flood of business books are emerg- 
ing in growing numbers significant studies of 
people and how they act in groups. As we look 
back, already we have benefited in our knowl- 
edge of human relations from such classics as 
Roethlisberger’s pioneer Management and the 
Worker, Whyte’s Human Relations in the Res- 
taurant Industry, Rogers’ Client-Centered Ther- 
apy, Mills’ White Collar, Riesman’s The Lonely 
Crowd, the Lloyd Warner books, the Burleigh 
Gardner works, and some of the reports coming 
out of the Survey Research Center at the Uni- 
versity of Michigan and elsewhere. 
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Most of these have at least one common de- 
nominator: they break new ground in our 
knowledge of human behavior without supply- 
ing conclusive solutions to most of the many 
problems posed by the studies. 

Behavior in a Selling Group can take its place 
as a new addition to the increasing line of basic 
contributions, some of which are listed above. 
As in other studies, it is obvious that the re- 
search team sought primarily to observe and 
analyze a small community of workers similar 
in many ways to the isolated coil winding group 
at Western Electric in the famous Hawthorne 
experiment. But this new locale provides a rich 
harvest of data and observations for the thought- 
ful student of the retail scene. Most of this raw 
material is incidental to the main conclusions of 
the book and invites further analysis. 

Of course, the salesperson has been the sub- 
ject of diagnosis and inspection before. Frances 
R. Donovan in 1927 described the facets of a 
salesperson’s life at a thinly disguised depart- 
ment store the identity of which was obvious. It 
did not penetrate much beyond the descriptive 
area. Two years later, Dr. V. V. Anderson pub- 
lished his findings of his tour of duty at Macy’s 
in his memorable Psychiatry in Industry. Fur- 
ther observation and discussion on the job of 
the salesperson appeared in Jean L. Shepard's 
Human Nature at Work published in 1938. 
Mary Gilson is not sparing in a couple of her 
chapters on the life of the salesgirl in her auto- 
biographical What's Past is Prologue, 1940. 
Post-war contributions have had the benefit of 
the Hawthorne experiments and seem more 
clinical in character. C. Wright Mills is devastat- 
ing in his treatment of the “great salesroom” in 
his White Collar, already cited, and (in a more 
general fashion) David Riesman encompasses 
the entire consumer field in his handling of 
“the other directed” in The Lonely Crowd, 

In none of these past treatments have the raw 
essentials been so spotlighted as in this present 
study. But this does not make for a popular 
book. The average thoughtful reader would be- 
come impatient at what seems to be the pedes- 
trian movement from evidence to conclusion. 
Nor would the findings seem particularly novel 
as they emerge from a series of sketchy autobi- 
ographical facts and repetitious summaries. Nev- 
ertheless, for the serious student, the work de- 
velops a real suspense build-up by the simple 
device of withholding the conclusions until the 
last pages. The fact that these were somewhat 
disappointing in no wise minimizes the impor- 
tance of the material gathered. 


The story is that of Department X in the 
$75,000,000 Humboldt Department Store. Al- 
though thus disguised, a little detective work 
suggests that it isa Manhattan store of moderate 
price lines with a strong inclination to serve the 
public. Some further deductions are necessary 
since detailed descriptions of all the organiza- 
tional relationships are not clearly set forth.- Al- 
though it does not seem correct, we must con- 
clude that all the buying for this department 
was done by its buyer, yet, the amount of busi- 
ness a store of this size should do would suggest 
that the six selling squares described here would 
either be in competition with other sections of 
the store or be selling branches of those main 
departments. However, Department X is de- 
scribed as “isolated” and “the items of merchan- 
dise were not available elsewhere in the store.” 
However, a few pages later, the statement ap- 
pears: “There were ten selling floors, one, a 
basement (reviewer's note: in most stores, this 
involves the sale of bargain editions of merchan- 
dise carried on upper floors); the rest of the 
building was office and storage space. The in 
fants and children’s departments, which sold in- 
fants’, children’s, junior misses’ and boys’ ready- 
to-wear clothing and accessories took up an en- 
tire floor.” These “isolated” squares of Depart- 
ment X carried “infants’ wear, christening 
dresses, creepers, and toddlers’ suits. The boys’ 
square ... had boys’ clothes in the fall and 
winter and sunsuits in the late spring and sum- 
mer. Beyond it was the sports square with gabar- 
dine and corduroy play suits and snow suits, and 
other items classified as sportswear.” The re- 
mainder of the squares were devoted to “girls’ 
dresses.” It might seem trifling to dwell at such 
length on these confusions, but—when this book 
becomes the subject of the much further explora 
tion it deserves—this type of lack of definition 
should be clarified. Competition between de- 
partments carrying similar but not identical 
merchandise creates additional major problems 
apparently not present at Humboldt. 

Twenty saleswomen were distributed over 
these squares and it is their lives, loves, values, 
motives, and aspirations which become the sub- 
ject of study. They operate within a typical 
store organizational framework where buying is 
a separate function, reporting to a major officer 
of the company, as contrasted to the service or 
ganization which—as a part of superintendency 

reports to an operating official. It is this latter 
group which hires, trains, and supervises the 
salespeople. How well the distinction between 
the two divisions is maintained gets treatment 
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later on in the study when testimony from the 
majority of the salespeople is that they refer 
their problems to the buyer who seems to be 
quite a popular individual. How far this popu- 
larity stemmed from the higher status she was 
admitted to occupy certainly could become one 
of a number of significant studies which the re- 
viewer believes will naturally flow out of this 
book. 

This is not a pathological case study; the de- 
partment was one of the best in a good store 
and profitable without a break in annual in- 
creases since 1932. 

The story of each salesperson is told from the 
point of view of herself, her customers, her fel- 
lows, and the executives. Careful examination is 
made of what these salespeople regarded as their 
functions and how their ideas differed from that 
of their fellows, from what the executive thought 
and wanted, and from what the customers 
thought and wanted, In the final chapters, the 
misevaluations of the executives regarding them- 
selves, the salespeople, and the customers are 
matched against those of the salespeople and the 
customers. All the concepts worked in a vicious 
circle to perpetuate the misconceptions. 

From these pictures, the observers drew their 
conclusions. These seem to fall into two classes: 
first, those of interest chiefly to those searching 
for broad principles of human behavior and, 
second, those of interest to another more narrow 
group of students of retailing whose preoccupa- 
tion with the book extends not only to include 
the first category but also areas peculiar to the 
department store. 

In specifying their conclusions, the observers 
point out: (1) the executives and the sales- 
women are not together at all in their under- 
standing of what is good for the employees, cus- 
tomers, or store; (2) it is possible for employees 
and bosses to get together; and (g) through 
proper training, executives can become skillful 
in rectifying their misevaluations. This failure 
of the two parties to see eye to eye is dramati- 
cally illustrated by the contrast between what the 
bosses believe, “a salesgirl should sell as much 
as she can,” and what the employees feel, “a 
salesgirl should not sell more than $100 a day.” 
As for the third conclusion that skill can be 
taught, already additional material appears in 
Training for Human Relations by Roethlis- 
berger, published by Harvard a year ago. 

The live subjects of specific interest to re- 
tailers are not as sharply defined nor are conclu- 
sions as clearly enunciated. But the material is 
there, and we can only hope that the observers 


will respond to a real need for focusing the clin- 
ical spotlight on such questions as developing 
methods of pay which will eliminate the vicious 
resentment in selling groups where the commis 
sion arrangement pits worker against worker. 
The customer occupies the role of raw meat 
tossed to the starving. At Humboldt, it could be 
concluded from limited evidence that the small 
increment of pay stemming from bonus pay- 
ments was not sufficient to generate such rivalry. 
But some explanation must be forthcoming for 
the bruised shins, the bag of tricks employed by 
each to outwit her rivals, and the evident bitter- 
ness of the salespeople in their attitude toward 
“the grabbers.” The problem needs to be more 
clearly drawn and the diagnosis and prescrip- 
tion for cure more positive. 

Other findings which are vaguely hinted at 
but which can be elaborated on in subsequent 
studies relate to the rivalries between merchan- 
dising and operating, to the efforts to organize 
salespeople and the evident disinclination of 
many such employees to submerge their idenu- 
ties in group action, to the tensions experienced 
by the college trainees, to the whole status sys- 
tem, to the informal social systems controlling 
the output of the departments, and in the 
slough of paper work which so handicaps the 
effectuation of the sale when completed. 

This reviewer would hope to encourage con- 
tinuing efforts along the lines set by these ob- 
servers at Humboldt Department Store and 
slanted in the retailer's direction. The fruits can 
be great in diminished tensions, greater re- 
wards, and more efficient distribution. From 
this our whole society can benefit. 

In summary this book is one of the milestones 
in the literature of the field and will be of great 
interest to all thoughtful retailers and students 
of retailing. For the teacher of retailing (1) it 
will give real insight for instructional back- 
ground, (2) it can be assigned as collateral read- 
ing in advanced courses, or (3) it might even 
be used as a supplementary text in a retail per- 
sonnel course. 

PAUL GORBY 
Manager, Central Personnel Services 
Marshall Field & Company 


CLINICAL versus STATISTICAL  PRE- 
DICTION, by Paul E. Meehl. (Minneapolis: 
University of Minnesota Press, 1955. Pp. 149. 
$3.00.) 


The motivation researcher who works with 
marketing problems usually depends heavily 
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upon his “clinical insight” into human behavior. 
This book is a critical review of the hypothesis 
that such clinical insight permits better predic- 
tion of behavior than simple actuarial tables 
(such as those based on regression equations in- 
volving psychological test scores and other ob- 
jective data). The author clearly demonstrates 
the pressing need for more studies of reliability 
and validity, even in current clinical practice. 

“ .. the honest clinician,” according to 
Meehl, “cannot avoid the question, ‘Am I doing 
better than I could be flipping pennies?’ In 
answer to a demand for validation, one some- 
times hears it stated that, whereas a certain 
clinical device has not been proved valid ‘in the 
usual sense,’ such formal validation is not re- 
quired, since the instrument has been validated 
by its ‘clinical usefulness.’ When we hear this 
from a clinician, all we can say is that he thinks 
he is using it to advantage. Out of the welter of 
diverse cases, with mixed data and complex judg- 
ments, you simply cannot tell whether your use 
of a procedure is paying off or not.” (p. 136) 

If this talk sounds like that of a nonpsycholog 
ically oriented statistician, it should be pointed 
out that the author is Chairman of the Univer- 
sity of Minnesota’s Department of Psychology 
and Professor of Psychiatry in the University’s 
Medical School and has made important theo- 
retical contributions in both clinical and statisti- 
cal areas. 

Twenty studies are cited, involving a com- 
parison of the efficiency of prediction based 
upon clinical versus actuarial methods, and the 
actuarially based predictions were found to be 
equal or superior to clinical judgments in all 
but one study (Chapter 8). 

Although it is a technical book, addressed pri- 
marily to an audience of clinical psychologists, 
the reviewer recommends it to the attention of 
all readers with a serious interest in the applica- 
tion of motivation research methods to market. 
ing problems. 

DIK WARREN TWEDT 


Needham, Louis and Brorby, Inc. 


CONSUMER ECONOMICS, by James N. 
Morgan. (New York: Prentice Hall, Inc., 1955. 
Pp. 440. $8.00.) 

The subject matter of consumer economics 
is rapidly assuming a major importance among 
the subdisciplines of economics, especially as 
further research develops more information 
about the importance of the consumer in our 
economic system. The discipline itself, however, 


springs from two oddly disparate sources. It 
was inaugurated some decades ago largely as an 
outcry of the consumer who found himself be- 
wildered by the complexity of the modern mar- 
ket mechanism, unable to decide either wisely or 
well among competing courses of action, and 
continuously subjected to advertising pressures 
which only compounded his confusion. With in- 
tent to aid the harassed consumer and protect 
him against fraud, misrepresentation, and his 
own ignorance, books like Chase and Schlink's 
Your Money's Worth and the boisterous s00,- 
000,000 Guinea Pigs appeared. It became the 
fashion to debunk advertising claims, and organ 

izations were set up to counter those claims and 
tell the truth about the products offered the con 

sumer, Such agencies as Consumer Research and 
Consumers Union date from this period as do 
too the National Consumer-Retailer Council 
and others, The name of Consumer Movement 
has been given to this outpouring of effort, and, 
in the latter part of the 1930's, the movement 
focalized in Consumer Institutes established at 
Stephens College, Missouri. 

The advent of World War II largely dis- 
sipated the activities of these organizations (with 
notable exceptions being Consumers Union and 
Consumers Research), but the aftermath re- 
sulted in the establishment of academic courses 
in consumer protection in many of the secondary 
schools of the nation. The National Association 
of Secondary School Principals even conducted 
studies on methods of presenting and teaching 
this information, publishing their results in 
pamphlet form and later in a textbook on con 
sumer protection. In the colleges, the subject has 
been of somewhat lesser importance, having to 
compete in many cases with established courses 
in home economics (which covered a good deal 
of the same ground) as well as with a prolifera- 
tion of special courses in various special fields, 
for example, insurance, real estate and housing, 
and government and the economy. The course 
in consumer economics, per se, has therefore 
been somewhat of a mongrel, hybridized from 
so many sources as to have little of its native 
characteristic left. 

The second major source of content of con- 
sumer economics is to be found in the fairly 
recent theoretical attention paid the consumer. 
Marginal utility analysis had at its inception 
dealt with consumption, it is true. But it was 
largely in order to explain the nature of value 
as applied to production and the behavior of 
firms and markets. Consumption was the intel- 
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lectual hancdmaiden of theorists whose chief 
object was to explain the nature of commodities, 
their value, and their modes of exchange. It re- 
mained, in this country at least, for the coinci- 
dence of the great depression and Keynes’ “gen- 
eral theory” to shift the accent to consumption. 
Some empirical work had already been done, of 
course, The Brookings’ Institution analysis of 
America’s Capacity to Consume appeared in 
early 1932 and was continued by the Bureau of 
Labor Statistics’ 1935-36 studies of incomes and 
budgets. On the more theoretical side, C. C. 
Zimmerman's Consumption and the Standard of 
Living and Elizabeth Hoyt’s Consumption in 
our Society were pioneering efforts. There was 
however, little substantive information for 
theory to play upon. Keynes's marginal con- 
sumption propensities had as little empirical 
foundation as the rest. 

Thus, there were two rather distinct channels 
in the development of consumer economics: (1) 
by journalists and reformers (in the better sense 
of the word) and (2) by economic theorists. Both 
sources remained rather distinct and isolated 
from each other and, to a large extent, this re- 
mains true down to the present. Many texts 
published even within the past decade concern 
themselves with consumer protection basically, 
verging in some instances onto the province of 
home economics. A few attempts have been 
made to achieve a marriage of the two aspects 
of the subject, notably Miss Persia Campbell's 
The Consumer Interest and the text under re- 
view. It is altogether necessary that this be done 
- in view of the recent advances in knowledge and 
conceptual approaches made possible by the 
work of such men as Klein, Katona, and Morgan 
in this country, and H. Wold in Sweden, to say 
nothing of the work done under the auspices of 
the National Bureau of Economic Research and 
others, 

Morgan's volume is, then, an attempt at such 
a marriage. It is rather hard for this reviewer to 
state that, for him at any rate, it does not wholly 
come off. Perhaps we were wishing too hard. 
However, with the opportunity to utilize the 
work of the Michigan Survey Research Center, 
it is annoying to note that only limited use is 
made of the data. In fact, some of the fine 
materials Morgan himself published in Contri- 
butions of Survey Methods to Economics lie un- 
touched. Instead, we have again much of the old 
material on Budgets (Chapter 4); Insurance 
(Chapter 6); Consumer Information (Chapter 
5); and Food, Clothing, Recreation, and the like 


in Chapter 9. Undoubtedly, Morgan was writing 
with a specific audience in mind. It is greatly to 
be deplored, in this reviewer's opinion at least, 
that much of the recent information obtained by 
our researches remain locked in literature ad- 
dressed to the cognoscenti, whereas it ought to 
be addressed with greater emphasis to the laity. 
What do we do to a course in consumer eco- 
nomics (or to any course in economics, for that 
matter) when we eliminate the “economic” and 
insert the “practical” because the economic is 
perhaps too difficult or too dull? 

It must be said, however, that Morgan's pres- 
entation of these materials is unhackneyed. It is 
readable and adult and not patronizing. Many 
excellent suggestions for personal financial wel- 
fare occur again and again in these pages. But 
this reviewer found outstanding the third chap- 
ter, with the jaw-breaking title of “Social Con- 
sequences of Consumer Decisions about Spend- 
ing, Saving and Investing Money.” Here, the 
wedding of economics and practical consumer 
information takes place. And with clear organi- 
zation, concise writing, precise thinking, and 
excellent analysis. We could only wish for more 
of the same. Two final chapters on “The Con- 
sumer as Voter and Citizen” (Chapter 11) and 
“Maximizing Consumer Satisfaction” (Chapter 
12) deal with matters not ordinarily found in 
such textbooks and are notable for the clarity 
and excellence of presentation. 

All in all, this reviewer found the book a 
welcome addition to the literature on the subject 
despite some minor differences of interpretation 
with respect to some materials presented. It is 
most certainly an improvement over many an- 
other text and can be heartily recommended to 
those who would teach consumer economics as 
a branch of economics and not as an exercise in 
how to buy shoes, shirts, or houses. 


DANIEL FEINBERG 


New York City Community College 
Brooklyn 


BRIEFLY NOTED 


HOW TO MANAGE INDUSTRIAL ADVER- 
TISING, by Franklin W. Bartle. (Pleasant- 
ville, N. Y.: Printers’ Ink Publishing Com- 
pany, 1955. Pp. 158. $3.95.) 

This book is slanted particularly toward the 
new industrial advertising manager and those 
who work with him. It is a “nuts and bolts” 
treatment written in a clear style devoid of tech- 
nical terminology. 
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DESIGN FOR DECISION, by Irwin D. J. Bross. 
(New York: The Macmillan Company, 1953. 
Pp. 276. $4.25) . 

Decision makers interested in discovering a 
powerful new procedure for reaching sound de- 
cisions will find this volume helpful. Although 
it deals with the statistical decision process, it 
is clearly written in common-sense terms. 


MANAGING SALESMEN, by Robert A. Gopel. 
(Pleasantville, N. Y.: Printers’ Ink Publishing 
Company, 1955. Pp. 139. $5.00.) 

Written for sales managers on the branch or 
district level as well as sales supervisors, this 
book deals with the problem of making a sales 
territory more profitable. Check-lists, forms, and 
explanations relating to the selection, training, 
motivation, and control of salesmen make up 
the volume. 


ADS, WOMEN AND BOXTOPS, by Duane 
Jones as told to Mark Larkin. (Pleasantville, 
N. Y.: Printers’ Ink Publishing Company, 
1955- Pp. 128. $3.00.) 

Duane Jones reveals in this volume his ideas 
concerning advertising and sales promotion. 
The boxtop technique is the theme of this 
lightly written story which brings out some of 
the basic thinking of the late Albert D. Lasker 
and Claude Hopkins, under whom the author 
worked in his early years in advertising. 


CHEMICAL BUSINESS HANDBOOK, edited 
by John H. Perry. (New York: McGraw-Hill 
Book Company, 1954. Pp. 1355. $17.00.) 
Marketing people in or dealing with the 

chemical industry will find a wealth of useful 

information in this excellent reference work. It 
covers all the major phases of business operation 
in terms of the chemical industry. An imposing 
list of specialists have contributed to the volume. 

The sections on Market Research [actually 
Marketing Research] and Market Research Data 
are thorough, especially the latter to which are 
devoted some 282 pages. Sales and Industrial 
Advertising are given about 100 pages. Also in- 
cluded are sections on Credits and Collections, 
Public Relations, and Reports and Report Writ- 
ing. 

An extremely complete table of contents and 
list of references are included for each section. 
A really useful index is also provided. 

This is a scholarly piece of work and it is to 
be hoped that similar volumes for other indus- 
tries will soon be forthcoming. 


PSYCHOLOGY OF INDUSTRIAL 
IOR, by H. C. Smith. (New York: McGraw- 
Hill Book Company, 1955. Pp. 477. $6.00.) 
Management men in marketing, on all levels, 

will be interested in this volume which focuses 

on the problems of work motivation and the 
broader group and social problems of industry. 
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BOOKS RECEIVED 


Quatity Competition, by Lawrence Ab- 
bott. (New York: Columbia University Press, 
1955. Pp. 229. $3.75.). 

ScienTiFiC METHOD IN PsycnoLocy, by Clarence 
W. Brown and Edwin E. Ghiselli. (New York: 
McGraw-Hill Book Company, 1955. Pp. 363. 
$6.00.) 

MINIMUM Price Fixine In THE Brruminous 
Inpustry, by Waldo E. Fisher and Charles M. 
James. National Bureau of Economic Re- 
search, Conference on Price Research, No. 5. 
(Princeton: Princeton University Press, 1955. 
Pp. 523. $10.00.) 

A STATISTICAL STUDY OF LivesTocK PRropucTion, 
by Clifford Hildreth and F. G. Jarrett, Cowles 
Commission Monograph #15. (New York: 
John Wiley & Sons, Inc., 1955. Pp. 156. $4.50.) 

‘Tuo SMALL Business Case Book, by William 
M. Hoad. (Ann Arbor: University of Michi- 
gan, 1955. Pp. 287. $2.00.) 

Propuctiviry Measurement Concerts, Vol. I, 
by Technical Assistance Mission of the Organ- 
isation for European Economic Co-operation, 
(Washington: O.E.E.C. Mission Publications 
Othce, 2000 P Sureet, N.W., 1955. Pp. 14. 
$1.00.) 

INDUSTRIAL CrNSUsES IN THE UNITED States, by 
‘Technical Assistance Mission of the Organisa- 
tion for European Economic Co-operation. 
(Washington: O.F.E.C. Mission, Publications 
Othice, 2000 P Street, N.W., 1955. Pp. 149. 
$1.50.) 

PRoBLEMS IN Business ADMINISTRATION, by 
Thomas C. Raymond. (New York: McGraw- 
Hill Book Company, 1955. Pp. 972. $5.50.) 

ConsuMER INSTALLMENT Loans, by W. David 
Robbins. (Columbus: The Ohio State Univer- 
sity Bureau of Business Research, 1955. Pp. 
166. $4.50.) 

‘TRADEMARK MANAGEMENT, by United States 
Trademark Association. (New York: The 
United States Trademark Association, 522 
Fifth Avenue, New York 46, N. Y., 1955. Pp. 

129. $5.00.) 


A.M.A. Notes 


HUGH G. WALES, Editor 


The Executive Committee of the Association met 
at the Morrison Hotel in Chicago on September 24. 
All members were present. 

Several important matters came in for discussion 
at the meeting such as a greatly expanded publication 
program, the long-range program to be studied by 
the Advisory Council, mandatory chapter member- 
ship and its implications, and national and regional 
conferences. 


1955 December Conference 


The Association's 7th national conference was 
held at the Roosevelt Hotel, New York City on 
, December 27, 28, 29. The provocative program was 
’ planned by the National Conference Committee 
working closely with the New York group. The chair- 
man of the Conference Committee is Harper Boyd, 
Jr., Professor of Marketing, Northwestern Univer- 
sity, Evanston, Illinois. 

Members of the General Conference Committee 
for this conference were as follows: 

General Chairman: A. Edward Miller 
Life Magazine 
Donald E. West 
McCall Corporation 
Philip Agisim 
Kletter Associates 
Ray Berland 

Alfred Politz Res. 
Vernon Hitchcock 
Time, Inc. 

Wallace Wegge 
Look Magazine 
Frank Cawl, Jr. 
Hearst Adv. Service 
Arrangements Chairman: Mort Vitriol 

Hiram Walker, Inc. 
Wallace Lepkin 
Erwin Wasey & Company 


National Coordinator: 
Treasurer 

Assistant Treasurer: 
Attendance Chairman: 
Publicity Chairman: 


Exhibits Chairman: 


Assistant Arrangements 
Chairman: 


The full program and attendance figures will ap- 
pear in the April issue of THE JOURNAL OF MARKETING. 


1956 June Conference 


The Association's 38th national conference will be 
held at the William Penn Hotel, Pittsburgh, June 
20, 21, and 22, 1956. The program will again be 
developed by the National Conference Committee 
in coordination with the General Conference Chair- 
man, Samuel A. Fuller, and The Program Coordina- 


tor, A. G. Irwin. The Pittsburgh Committee consists 
of: 


General Conference Chairman: 
Samuel A. Fuller, Jones & Laughlin Steel Corp. 


Vice-Chairman and Secretary: 
Allan S. Oram, U. S. Steel Corp. 


‘Treasurer: 

Fred M. Garfield, Koppers Co., Inc. 
Assistant ‘Treasurer: 

kK. C, Allen, Jones & Laughlin Steel Corp. 
Publicity: 

Jack Bateman, Rockwell Mfg. Company 


Reception and Entertainment: 
David G, Fluharty, H. J. Heinz Company 


Arrangements: 
Bettie Gibson, The Pittsburgh Press 


Attendance and Promotion: 

Ralph L. Harding, Allegheny Ludlum Steel Corp. 
Program: 

A. G. Irwin, Duquesne Light Company 
Display: 

Edward M. Strauss, Aluminum Co. of America 


Registration & Printing: 
Edgar J. Dowling, Gulf Oil Corporation 


NEW CONCEPTS 


NEW TECHNIQUES 


NEW HORIZONS 


. . IN MARKETING 


COME TO THE “NEW” PITTSBURGH AND 


The Golden Triangle 


Conference 


JUNE 20, 21, 22 


Mark Your Calendar Now: 


AMERICAN MARKETING ASSOCIATION 


1956 NATIONAL CONFERENCE 
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BASIS FOR SALES FORECASTING AND 
ALL OTHER BUSINESS FORECASTING 


A BOOK THAT PROVIDES A SOUND 


BUSINESS FLUCTUATIONS 
AND FORECASTING 


By Dr. Carl A. Dauten 


BUSINESS FLUCTUATIONS AND FORECASTING is a new type of book devoted 
to theory and practice. It gives the prospective businessman the information that he 
needs about business fluctuations and the practical methods of forecasting them. 


This book has the most complete section on forecasting of any textbook in the field. In 
fact, it is the only textbook that places emphasis on the tried, proved, and reliable tech- 
niques in use today rather than on the selected theories and ideas of the author. 


A section is devoted to forecasting for an entire industry, and a chapter is devoted to 
forecasting for an individual business. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 5 Dallas 2 


QUESTIONNAIRES 


You can count on our know-how for the 
design and printing of questionnaires. We 
have been serving the leading Market Re- 
search Companies for the past 18 years. 


Your inquiry places you under no obligation. 


M. D. DANON PRINTING CORP. 


129 LAFAYETTE STREET NEW YORK 13, N. Y. 
Telephone: WAlker 5-1804-5-6 
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Journal of 
the American Statistical Association 


1757 K St., N. W., Washington 6, D. C. 


VOLUME 50 SEPTEMBER, 1955 NUMBER 271 


ARTICLES 


The Efficiency of Double Sampling for Attributes H. C. Hamaker and R. van Strik 


Examination of Two Sources of Error in the Estimation of Net Internal Migration 
Daniel O. Price 


Sampling Methods in the Yugoslav 1953 Census of Population S. S. Zarkovic 


Concepts Employed in Labor Force Measurements and Uses of Labor Force Data 
A. Ross Eckler, Gertrude Bancroft and Robert Pearl 


Restriction and Selection in Samples from Bivariate Normal Distributions 
A. Clifford Cohen, Jr. 


Colonial Social Accounting William O. Jones 


Federal Trade Commission Report on Changes in Concentration in Manufacturing 
M. A. Adelman 


On the Reliability of Responses Secured in Samples Surveys Robert Ferber 


Comparison of Some Non-Parametric Tests Against Normal Alternatives with an Application 
to Life Testing Benjamin Epstein 


Estimation of Parameters from Incomplete Data Frederic M. Lord 
The Application of Sampling Procedures to Business Operations Howard L. Jones 
Estimation of the Brazilian Coffee Harvest by Sampling Survey W. L. Stevens 
Statistics and Objective Economics Morris A. Copeland 
On the Distribution of a Positive Random Variable Having a Discrete Probability Mass at 

the Origin John Aitchison 
Increasing the Effective Length of Short Time-Series for the Purpose of Estimating Autore- 

gressive Parameters Abbot S. Weinstein 
Generality of Confidence Intervals for a Regression Function Edwin L. Crow 
The Randomization Theory of Experimental Inference Oscar Kempthorne 
Distributions of Solutions of a Set of Linear Equations (with an application to linear pro- 

gramming) M. M. Babbar 


The Redesign of the Census Current Population Survey 
Morris H. Hansen, William N. Hurwitz, Harold Nisselson, and Joseph Steinberg 


Truncated Bionomial and Negative Binomial Distributions Paul R. Rider 
On Adjusting Samples Tabulations to Census Counts M. A. El-Badry and F. W. Stephan 
On Generalizations of Tchebychef’s Inequality 


H. J. Godwin 


BOOK REVIEWS AND STATISTICAL ABSTRACTS 
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Used in Colleges Everywhere .. . 


Marketing Handbook 


THIS widely used, authoritative Handbook gives 
students clear, concise answers to their questions 
on virtually any aspect of modern marketing 
practice. It presents a wealth of information, 
drawn from many sources, on setting sales policy, 
launching new products, gauging the market, 
building and maintaining sound public relations, 
etc. Handbook explains tested methods of success- 
ful organizations, and shows how to apply them. 


Over 6000 separately classified subjects provide 
a constantly useful source of facts, ideas, and tech- 
niques that represent the best modern thinking 
in the field. 226 ills., 1321 pp. $10 


“Fills a space that has stood empty overlong = 
in a good many bookcases, Presents a systematic, Edited by PAUL H. NYSTROM, 


concise review of the major fields of marketing.” Emeritus, Columbia University; 


ra. with 69 Contributing and Con- 
—Journal of Retailing sulting Editors. 


CONTENTS (by Sections) 


Marketing. Consumer Demand. Marketing Personnel Selection. Salesmen’s Equipment. 
Research, Products Policies. Service Poli- 
cies. Channels of Distribution. Industrial Salesmen. Territories, Quotas. Sales Super- 
Marketing. Advertising Organization. The vision. Correspondence. Publicity. Storage 
Advertising Plan. Advertising Media. Pack- and Warehousing. Contracts. Training 
aging Policies. Sales Promotion. Public Re- Salesmen. Distribution Costs. Budgets. Sta- 
lations. Price Policies. Sales Organization. tistics and Mathematics. 


Selling and Salesmanship. Compensating 


Other Ronald Handbooks 


Accountants’ Handbook jrd Ed. 287 ills., tables, 1505 pp. $10 
Cost Accountants’ Handbook 556 ills., tables, 1482 pp. $10 


Financial Handbook jrd Ed., Rev. Print., 139 ills., 1289 pp. $10 
Personnel Handbook 262 forms, ills., 1167 pp. $10 
Production Handbook 


771 forms, charts, ills., 1676 pp. $10 


RONALD HANDBOOKS are recognized throughout the world as standard. 
Each Handbook offers, in compact form, the sum total of useful experience 
in its field. From the great mass of literature that represents progressive, 
modern thinking, the Handbooks review, analyze, condense, and coordinate 
the essence of successful practice. 


@ Special quantity classroom price available, 


THE RONALD PRESS COMPANY e 15 East 26th Street, New York 10 


— 
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Time is on your | side 
when you use Workman’s Market and 
Media Research Tabulating 


Workman’s night and day service seven days a week helps you beat those 
deadlines. Have complete, latest IBM equipment plus competent technicians 
to do any and all types of electronic punch card computing. Here’s how we 
can help you: 

QUESTIONNAIRE ANALYSES. Com- MEDIA ANALYSES. For only the cost of 
plete assistance in questionnaire design, tabulating, our Statistical Library Card 
composition, printing, coding, editing, tab- File can give you the county circulation 
ulating, calculating, and typing. Equip- 


ment includes 101 electronic printing sort- 
ers and 407 alphabetic tabulators. 


WORKMAN SERVICE, INC. 


Chicago « WHitehall 4-6255 + 320 North Dearborn St. 
Los Angeles + TRinity 9883 + 731 South Spring 


Other offices in Minneapolis and New York 
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and all sales management “Survey of Buy- 
ing” data. 
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Outstanding 
MeGrau-Mill Books by 


HARRY W. HEPNER 


MODERN MARKETING 
Dynamics and Management 


612 pages, $6.00 


This stimulating new book orients the student to the field by sharpening his awareness 
of the ways in which the principles of marketing function in new circumstances. The two 
new approaches presented include (1) the emphasis on the dynamic influences of marketing 
—the basic trends and influences that bear on marketing practices, and (2) the development 
of an appreciation of the problems of management in regard to modern marketing by 
integrating student thinking into the larger framework of management's thinking, policies, 
and programs. Each chap‘er opens with a statement of several marketing principles which 
are important in this era of business change. The lively style points up the content and 
eases the student’s path. Illustrations with human interest—such as cartoons—enliven the 
text. 


STUDENT WORKBOOK—72 pages, $2.00 
TEACHER’S MANUAL—Free to teachers using the text. 


MODERN ADVERTISING 


This is a thorough revision of EFFECTIVE ADVERTISING, which has been reorganized 
to make it a companion volume to the above MODERN MARKETING. Virtually every 
page has been rewritten; the over-all length has been cut; and each chapter checked by an 
expert in the advertising profession. It is an unusually thorough treatment of methods and 
techniques based on intensive consumer analysis, giving information needed to do a 
complete advertising job . . . from consumer research to copy writing, from readership 
surveys to product design, from media to layout. Step by step this practical reference book 
covers prospect, product and market, showing with figures and findings how the advertiser 
can approach his problems most effectively. 


| Seale McGraw-Hill Book Company, Inc. 


330 West 42nd St. New York 36, N. Y. 


Please mention tie JOURNAL OF MARKETING in writing advertisers 


